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THE CHAIRMAN: You ma y remomber, gentlemen, th: 
yesterday in the course of ody proceedings whon Mr. Mc- 
Cormack was giving avidonco om behalf of the Canadian 
Western Lumber Company, Limited, and the Lunber 


Manufacturers! Association, Mr, Brownlee asked a questi 


ae 


as to certain statistics. Tho Conmission is indebted +t. 


My. McCormack for these figures and if thoy arg of publ’ 
interest perhaps I might road thent~ 


“When giving evidonce before your Commission this 
morning you asked if I could give youdata relat- 
ive to lumber shipments from tte B. C. Lumber 
Manufacturers! Association to the three prairic 
provinces for a period of years, For the purpos: 
of comparison the following are the figures tak: 
from the Association records: 


1928 | 434 million fest 
1929 367 i 4 
1930 OB! i a 
2a 153 i " 
1932 85 e - 


The first six months of 1955 - cstimated 40 to 45 
million fect." 


So that it does show a very considerable 
drope 


"Iam also enclosing fbr your information, which 
you may find of value, the shipments of the 

Canadian Wedtern TIumber Coe, of which I am 
managing director, the years 1927-1932 inclusive. 
You will note in the year 1928 our total ship- 
ments to ths three prairie provinces was 53 | 
millions, reduced in the yoar 1931 to 11,400,000". 


it am also enelosing for your information, if it 
may be of value to you, a detailed shipment of 
our company's Domestic, United States and Foreign 
orders for years 1919 to 1932 inclusive -~ total 
shipments of 1,432,957,747'. You will notice in 
the years 1920 and 1921 83% ana 85% of ow product 
ion was marketed in our Canadian market. For the 
ear 1952 we marketed only 39% of our productione 
nthe year 1932, as you will see, we were obliged 
to market 50% of our production in eee markets, 
and for the year 1953 our percentage of Foreign 
Shipments will be considerably above those of last 
year. 


You will also notice from these figures that we hav 
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Honipped ag bigh ag 36% of cur produstion to the 
Unitpecietaids, andi forud noriod of 14 yoars,. 23% 
of owe production was sold in the United States 
which Ln e $o the tariff and Excise tax 

of $4.00 pa Be Pricha Forcign lumbcr deprives 
us of ene Sozethor for the time being. 


SHIPMBNTS Of LUMBER MADE BY THE CARADIAL WESTERN 
LUMBER SOWEANY, LEGrtND, PRAGER HILLS i 
TO THE TOURER PRAIRIE PROVI O35 , ALSERT 
SAR ATCORIWAN AND MAN TOBA x 
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Manitoba 10,152,640 43,176,948 
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CANADIAN WESTERN LUMBER GOMPANY LIMITED, 


FRASER MILLS, B, C, 


DESTINATION OF LUMBER SALES 1 Ci THE PERIOD JANUARY 1, 1919, 


YEAR 
L919 


1920 
1924. 
1922 
1923 
1924 
1925 


£926. 


1927 
1928 
1929 
1930 
1931 
1932 


TO DECEMBER 31, 1932. 


CANADA 


FEET 


ere eee 


60,688,538 


68,413,603 § 


57,536,532 


61,391,515 


46,938,043 
38,716,819 
51,298,572 
66,903,554 


69,203,452 


88,779,813 
71,686,857 
48,870,396 
31,610, 355 


359 


37,983,070 39 


800,021,119 56 


UNITED STATES 


22,895,355 
9,491,994 
927,741 
21,652, 807 
29,559,123 
31,480,670 
31,278, 986 
27,882,405 
$5,032,116 
19,599,824 
28,458, 671 
38,775,414 
28,806,718 
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10,858,394 11 


$26,700,288 23 


etre en er ee 


FEET 
5,189,148 
5,023,778 
9,585,795 
12,776,886 


18,217,921 


24,756,061 
20,873,240 
26,899,085 
30,869,075 
24,510,655 
35,715,048 
2h S1'7 788 


21,764,751 


48,737,222 50 
306,216,400 211,452,937, 747 


FOREIGN 


d 

6 

6 
14 
13 
19 
26 
20 
re 
25 
18 
26 
19 
26 


TOTAL 


FEET 
88,773,041 
82,929,375 
68,050, 06€ 
95,821, 208 
94,715,087 
94,833,550 

103,450,798 

4121, 685, 044 

125,104,643 

132,890, 302 

135,860,576 

108, 963,545 
82,181,824 
97,578,686 
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THE CHAIRMAN: Wo arc very much indebted to 
Mr. McCormack for those figures which are of much interest 
tO Use 

My, Mercer also, you may recall, undertook to 
give us some figures relating to the Frascr Vallcy Miix 
Producers! Association, Those are also embodies. in a 
momorandui, and wo are very much indebtcd to Mr; Mercer for 
SOMO 


"MEMORANDUM 


AE 2 Gane ee ern oee wens er 


August 16, 1933. 


Organized in 1913; Owing to difficulty in financ- 
ing and the Great War did@ not commence operations until 
£ ebruary LOL 6 


Plants’ Vancouver; wholesale milk, small creamery, 
cottage cheese plant, storage and offices. 


~ 2 ! ace ° - 
Sardis; "Utility" plant, butter, cheese; 
powdered milk, casein, somizsolid buttermilk. 


Abbotsford: Evaporated milk, capacity 1300 
cases daily. 


1917 4952 

Member ship 848 3,567 
Assets # 166,857. $ 1,329,885. 
Capital e)  %7,080% $ 1,020,636. 
B. Fat pro- Ae ae aa 

duced 1,709,528 lbs? 5,724,269, lbs: 
Total {.Fat, 1917 to 1932 58,337,558 lbs: 
Total value to members: _ $ 30,670,758. 
Average Price por lb. B.Fat 5ea¢ 


2 
Manufactured during this period over 56% of 
total, balance sold in fluid form, 


All capital provided by dairy farmerc. At commencement 
each subscribed $50.00 per daily can 0? milk and shortly 
thereafter a furtho $100 00 & can, ‘lembers accepted now 
on subscription of $50.00 irrespective of daily product- 
ion. ; 

Finance during peak production period each year by loans 
cpa Bank under See: ge, Loans being retired as stocks are 
reducede 
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"Bond issuc of $417,000.00 (held for the most part by 
farmers) in 1924 to finance extension of plants now 
redueca to $83,400.00 (Dec: 31, 1932). This should bo 
completely rotired in Doc? 1934. 


Production swmary, 1932%- 


: Unit 
Disposition Quantity Return 


Vannouven Pluid Market. ©,129,021 thst B.Pat 32.42 Cex 


Ice Cream manufacturers 109,264 562835 
Borden Jo: (for domestic % | 
evap milk) 260,767 30.03 
Evaporated milk,domestic 514,675 : 50.44 
Evaporated milk, export 373,099 ‘ 25245 
Buttcr, domestic 2, 11609) j By a 
Maik Powder (70% cxport)1,745,749 pounds 27.43 pez 
100 lbs.skix 
Cascin, domestic 1 OS " Tee ad « 
Cheese, domestic 163,526 i 18.65 


During the poriod 1917 - 1929 this organization was abl 
to reduce the spread allowed for fluid distribution bi ae 
20¢ to 20% por gallon, and raised the valuo of the flu’ 
milk market to the producer approximately 23% per 1b. 
B, Fat without raising the price to the consumer. 


In addition it raised the valuc of sweet cream for 
manufacturing purposes (ice cream) from butter level 

to nearer level of fresh milk. ‘t has also proved that 
manufacturers of evaporated milk can afford to pay the 
producer far higher then butter price for the milk they 
require. 


Enclosurest-= By-laws of the Association 
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THE CHAIRMAN: This morning we are prepared to 
proceed with the hearing of various reprosentatives. A 
list of names has been handed tn to us, and it is only 
fair to say that while we have a9 full day available I must 
ask those making their representations to confine t hem- 
selves as far as possible to a brief statement. I under- 
stand monopolies are not appreciated in the West, ana I 
feel sure that no one would wish to monopolize our time. 
On our list the first name is that of Mr. McGeer, and we 
shall be very glad if he will address us. 

Mr. McGeer, first of a11.mighb we have 
your qualifications? I think, like myself, you belong to 
the non-productive profession of the law and youaare one 
of His Majesty's Counsel? 

| MR..G. G. McGEER (Representing the Vancouver, 
New Westminster and District Trades avi Labour Council, 
and The League of Canadian Maples): I am. 

THE CHAIRMAN: Then you have had, I understand, 
professional experience with relation to railway rates, 
but of late years you have been making a special study of 
economics from the point of view of the labour interest 
inthis province? 

MR. MeGEER: No, my lord, I would say generallye 

THE €HAIRMAN: Have I underestimated your qualifica- 
tions? 

MIRe MeGEER: No, I do not think so. I do not think 
I have made a study of money or political economy with any 
view to dabour. It has been with a view to the banker as 
much as to labour... 


THE CHAIRMAN: I accept that.. And you are able to 


(Page 450 follows) 
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give us a representative viewpoint of a co 


soction of the solgnunity? 

Me MoGEER: I believe sc. 

THE CHAIRMAN: We ghall have great pleasure in 
hearing you, Mr. McGeoer. 

Me MeGEER: May I say, my lord, «nd gentlemen 
of the Commission, in opening, thet I join with those 
who have extcndcd to you «© wholesome oxproseion of our 
Pee OL er eae aie rie ob probably aan do so mere with 
regard to yourself because I believe that the Macmillan 


[ewe 


Commtt5uc's Report will be recognized by future 
historians as an epochal monunent in the records that 
m“eik the ordered progress of. the evolution of enlighten- 
aent.e I think probably your Committee recognize that 
vhen in your opening remarks You sayie 
"The fooling is growing that our former easy going 
ways wili ne longer ensure our prosperity ina 
crowded and increasingly competitive worla,. We 


are indeed at the parting of the aye and our futur 
depends on whether we choose th: PLignt waye 


ow 


74 


: “We ane at the partin- of the ways and pe ah 
we fail to choose the right way it ts Lapossible to 
imagine anything but the disastor of cur own civiligza- 
tich, just as the fall of formey civilizations... 

Tthtn 1 can coneur with Sir Josiah 


QStemp-whon he said in the "Eeonomie Journal" of September 


ra 
ms 


ecport is casily the best up-to-date text 

on the finaneial situation. I¢ may be said 
946 GO the petien, ordinary reader thore is more 
hare of intelligible oxposition than can bs found 
apyenere else," 
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I appreciate rales timo the Macmillan 
Report was written there wore problome of practical 
difficulty that sour Comittee hed to facc. Many of 
those practical difficulties, I believe, havo sinco been 
remo vede For tet ckoo: I quote from page 240 of the 
Macmillan Goundsbests Hépont which is addendum reserva- 
tion. by Sir Thomas Aiton and Mr « Bevin, in which they 
point outi- 

"Wo algo desire to point out that the Committee 

decided to examine monetary policy only on the 

‘basis of the gold standard and, therefore, no 

alternative to the gold standard was examinéd or 

discussed;" 

Gortainly this Committee could not 
proececd to investigate the mone tary system of Canada 
upon any such basis ag thate Since 1931 the gold stand- 
ard as a monetary system, both from a domestic point of 
view and an international point of view, 1 take it, has. 
fallen completely into disfavour among statesmen and is 
even now being questioned by the predatory monopoly of 
banking in the realm of finances 

Now, my lord, you mentioned my experience 
in transportation. © It was because of that experience that 
I took up the study of economy. If your lordship has had 
any definite experience in the same way that I have had, 
you will agree with me that transpogtation 4s what might 

be called an economic stream in the life of the nation 
which facilitates the exchange of goods and people among 
localities, something which is essential to the progress 
and. to the maintenance of our civilizatione Due very 
largely to the ine eeies: and capability of our engineers 


that great 4 chievement in the progress of civilization 
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has been made. In much the same way our economic life 
is dependent upon the circulation of our medium of exe 
change. The circulation of money as purchasing power 
or the medium of exchange is, as Mr. Hoover, the ex~ 
President of the United States said, the economic blood. 
stream of the nation. It provides the means of people 
exchanging goods and services no matter whether they BB 
in the same or different localitics. 

In the study of these problems I quitc 
agreo that there arc many phases both as to generalit- 
tes and detail upon which intelligent men and honest moi 
can disagrees: but I think if we place the points of vier 
in two broad categories we find it possible to reconcil« 
divergent views directed to different ends with very 
very little difficulty. Jn both transportation and 
finance there are those two points of views there are a 
group of men who believe that they should be managed by 
men who are inspired by the desire to accumulate, throug. 
their successful operation, private gaine tn other 
words, while they are essential economic blood-streams c 
the nation, men believe that they can be more sugpeestie 
and effectively managed in the interests of the nation 
if they are in the custody of those who are inspired anu 
induced by the dosire of profit through effective servic 

That point of view is open to this 
particular criticism: there are those who are actuated b 
the desire to serve for the profit that they aro likely 
makee On the other hand there are men like myself who 
believe that these economic blood streams of the nation 


should be managed as part of the national well-being; 
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that thoy should bce mena ged by men who are responsible 


to nationa and to pcople and who are absolutely free 
3m ptation of private gain; that our 
transportation syskom ana tpt our banking eystem should 
be at the service of the State am iw, people proving 
the mgans of creating a greater abundance va wdalth and 
providing the means of facilitating the distribution of 
that wealth, and it is from that point of view that I am 
directing the remarks that 1 have to make to you, sir, 
in the main, 

May I say at the outsot that there are 
a great many problems in the prosent financial situation 
that are peculiar tothe West; thero is a difference in 
the rates of interest charged in the West and in the 
East; there are the problems of the authority of bank 
managers in the West; there is the problem of the general 
interest of bank headquarters resident in Toronto and 
Montreal, in parts of the Dominion so far removed from 
the actual association with headquarter's power. , 

It is, I think, my lord, one of the most 

scrious defects in ovr banking system in the West, that 
our headquarters! organization is 3,000 miles away from 
the centre of population in the City of Vancouver. That 
is not a serious difficulty. I believe that much of the 
criticism of our banking system wuld be relieved if 
that 3,000 miles of distance could be removed so that the 
officers of the banks in the West could deal through a 
headquarter's organization in the West. 


Now, there is one other thing that I 
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with the well-being ef this nation, but IT have gien to 
you a pamphlet called "Eeonomie Credit"; I believe that 
we should put our own house in order in Canada and 
devise the means of creating our own prospetity, and if 
we can do that I do believe that the other nations of 
theBritish Empire who are similarily associated with us 
eanio the same thing, and if we, as overseas dominions, 
Te Tye that alone, in establishing an economic 
union in which we will supply the raw materials and all 
that is necessary towards that end, it will allow or 
permit the maintaining of Great Britain on a higher 
standard of living than she has ever enjoyed before. Anc 
I believe that inthe future - and we must look to the 
future, not of to-morrow or next week but we must look 
te the position of the British Empire a thousand years 
foom now ~ if we build cur economic Bera eee I am 


proposing it, it will enable us to carry on the progress 
pLroy g 9 ye p 


of civilization into the next thousand years. 


(Page 460 follows) 
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When I say that, I believe thet in moctiny the competi- 
tion of such countries as the United States and Russia 
that thet economic unien of the British impire is essene 
tial. May I say this? 

THE CHATRMAN: May I just give you a moment te 
rest? I think your point is an exceedingly important 
one. We have tried as far as we can, and we hope we 
Speasins for myself and Sir Charles 
Addis, to - dissbuse our minds entirely of the idea 
that an institution because it has done well in one 
Gconomis state would do equally well in a totally diff- 
erent state. We are endeavouring to study the posi« 
tion from the Canadian point of view, and you have very 
Clearly put the seconomic distinction between the Lwoe 
i appreeiate that fully, and I appreciate this alsa, 
that you cannot transplant a plant which has grown 
up.zn.one soil to another soil in tac hone that it will 
inevitably flourish in the new soil. You have to study - 
the new soil te see if the plant can graw there. That 
is the purpose of our inquiry, to see if the soil here 
would sustain any institutions which it is thovghttitent 


be: userul LO. you. the cuestion is whether any of 


it thet we have that very folly in mind. We have not 


coms here with any ocreposseseions of superior excele 


institutions ef Canada, 
MR. MeGhERA: I am nos suggesting that, but the 
suecess of the British syséom as 1t worked up to the 


last century made Great Britain dominate economically - 
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the whole world, and the United States by trying to 
apply the English central bank system through its 
Federal Reserve system in the United States came rather 
a sad cropper, 

THE CHATHMAN; It was not a very good copy. 

MRe McGEBR: It was a copy in principle but 
there was not that wisdom and sagacity in the adminis- 
trators of inflated credit that Great Britain possessed, 
but it was the English banking system applied so far as 
Lt was possible to wee a a country like the United 
States, As you know, subtowobiles and all machines and 
economic institutions depend very largely for their 
success upon the ability and the intelligence of the 
operator. 

THE CHAIRMAN: Hear, hear. 

Mh. McGHER: And our friends in the United 
States -- 

THE CHAIRMAN: We must not be discourteous to 
our neighbours. 

MR. McGEER: May I say that in my work before 
the Board of Railway Comaissioners somewhat similar 
things develop as they do in this study. pene cis | 
no problem in transportation Wien teaiebs one into the 
realm of abstract thinking or out of the realm of simple 
arithmetic, and I find no problem in sound economics 
which takes one out of the realm of simple arithmetic 
and plein and simple reasoning. luthink Deean agrees 
with Sir Simon Newcombe after studying something like 
two hundred and fifty books on the subject, that there is 


not a sound principle in economics that cannot be under- 
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stood by a child of twelve, 

My lord, what I do find is this, a great number 
of problems 3s correlated that it is extremely difficult 
to take all these authorities and picture them in your 
mind in a correlated position, and for that reason in my 
practice before the Board of Railway Commissioners I 
adopted the plan of drafting my argument in the form of 
charts or pictures, and I have attempted to do the same 
thing in connection with this inquiry, and if I may be 
permitted to do so I would like to proceed along that 
line. 

THE CHAIRMAN: Is it a diagrammatic presentation? 

MR. McGeer;. Yes, my lord. Ceming to our own 

in the Macmillan report 

position in Canada, I take it from your remarks/that you 
bxcs interested.in.publie opinion. In that report I 
Lind .tniss 

Indeed, if our recommendations are to 

commend themselves to the public to whom 

they are addressed, they must be preceded 

by an intelligent appreciation of the pro- 

biems to be solved. 
I do not suppose that that has changed. Then dealing 
with the cause of unemp Loyment phe Macmillan Commission 
reported: 

We think that the recent increase in une 

employment in every part of the world, 

ee by a decline in production, 

can in the main be attributed te the fall 

in the Level of privas, unaccompanied by 

a preportienate reduction of money costs, 


however breught about. 
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The significances of the effect of changes in 
the price level was then dealt with in this way: 
& study of history would, we believe, 
confirm the opinion that it is in the 
changes in the level of prices, and in 
the consequential alteration in the posi 
tion of dcbtors and creditors, entrepreneurs 
and workers, peasants and the tax gatherer, 
that the main seeret of social trouble is 
found «es. The probloms thus raised trans- 
ceng in importance any others of our time 
and goneration. 
Speaking as a rupresentative of labour I belisve that 
the difficulties that heve existed between capital and 
labour are largely dus to a vain endeavour to have a 
monopoly of capital or a monopoly of labour, to 
divide something amon ton that did not exist. HR 
there had been cnough to co round I believe that much 
of the strife between eapital and labour, which is now, 
thank God, abating, and much of the strife which has 
arisen internationally would never have existed. Keep=. 
ing these observations in mind, my lord, when we come 
to the cause of the depression your Commission in their 
report used this languages 
The fall in the price level (meaning the 
cOllapsse of prosperity) is the outcome of 
interaction between monetary and none 
monstary actors « The recent world wide 
fall of prices is best described as a 


monetary phenomenon which has occurred as 
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a result of the monetary system failing 
to solve successfully a problem of une 
precedented difficulty and complexity set 
it by a conjunction of highly intreéctable 
non-monetary phenomenar ) 
If that was intended to elucidate I am afraid that it 
omly resulted in obfuscating, and if you use any 
language such as that on our Canadian people it might 
have the same disastrous effect as in Great Britain 
where it drove Ramsay MacDonald out of the Labour 
party into the Conservative party, and what it might do 
to Mr. King and Mr. Bennett I do not know. The effects 
on the Canadian mind might be disastrous and out of all 
proportion if any language such as that was applied to 
our conditions and it might cause our whole economic 
structure to collapse. . 
THE CHAIRMAN: This is most salutary for me. 
MR. McGEER: I know because I think I know who 
wrote that. . 
“Let me contrast that ah th the plain statement 
of a practical economist employed as an official of 
the Royal Bank of anadas In February of 1932 the 
Royal Bank issued its views on the cause of the present 
depression to its clientele in its official pulletin.s 
It said: 
The present depression is usually explained 
in terms of extravagance, over~production, 
excessive tariff barriers, etCe In vary- 
ing degrees these, as well as other cons 


tributing factors, produced situations 
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which were essentially unsound; but 
speaking generally, the controlling ine 
fluence has been the mismanagement of 
money and credit. The average price 
level is determinea by the relation of 
goods and services rendersd to the volume 
of the money supply, and tnc disastrous 
fall in the general price level would 


not have occurred had the supply of money 


been properly rezulated. 


This conclusion of the Royal Bank of Canada is 


illuminated by the sumnary of the Macmillan Committee's 


report presented by Reginald McKenna, John Maynard 


Keynes and 


mittsce, as 


In 


five others who were members of that come 

follows: 

The best hope of a remedy lins in the 

monetary policy designed; 

(1) Yo increase the volume of purchasing 
power. 

(2) To increase the case of borrowing if 
necessary by guarantess. 

(3) To diminish the rate of interest, long 
term as well as short term. 

(4) To stimulate in every possible way the 
Spirit of enterprise and the volume 
of investment. 

the main report this conclusion is offered: 

AS a result of the shortage of acceptable 

and willing borrowers for the purpose of 


new enterprisa, dus to the general unprofite 
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ableness of industry, the vicious circle 

is complete. | The decline of new enter- 
prise has re-acted adaversely on profits 

and prices and the low level of profits 

and prices stands in the way of new enter- 
prisce It is for this reason that some 32 
us think that in the domestic field it may 
be necessary to invoke governmental enter- 


prise to break the vicious circle. 


once we come bo the abandonment of the  ;o1d 
standard the main report of the Macmillan Committees 
goes by the poarde 

Reducing that proposition to simple language, 
the Macmillan Committee informs us that investors will 
not invest unless they can make 4 profit; that at the 
present time they cannot make a profit. Therefore, 
the government , uninterested in money profit, must come 
to the rescue of humanity by promoting public entber~ 
prise of a wage distributing charactere In no other 
way can the consumers! purchasing power stream be 1rS6- 
energized and put in circulation. 

We are now confronted, my lord, with the problem 
of putting people to work, not merely as 4 matter of 
earning Wages, but we must put them to work to prevent 
indelencs destroying the character of our people. 
Probably the most disastrous economic wastage that we 
are suffering in this aepression ig through our incapa~ 
city to take men out of the goul and character 


desbroying power of indolencse How can governments 
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bankrupt under an appalling load of interest bearing 


debt, borrow more credit for the purposes above 
mentioned? They cannot do that because the taxe 
payers! ability to pay is already exhausted. Governe 
ments, thsrefore, must resort to their power to put 
national credit in circulation free from the charges 

of interest that our private monetary system now exacts. 

"That the conventions of the international gold 
standard are so fundamentally opposed to modern social 
and economic conditions that no government could, even 
if it wished, give effect to them, must be evident to 
anyone who is prepured to recognize that he is living 
in the twentieth and not in the nineteenth century. 

"The international gold standard system is an 
anachronism in the twentieth century; it can never again 
ensue, but as its high priests still hold sway over 
the nations and regard it as sacriligious even to 
discuss alternative systems, there appears nothing for 
it but to await the further inevitable collapse of the 
structure built upon it. 

"The problems of tariffs, exchange restrictions 
and quotas cannot be solved until the monetary system 
has been reformed because the root cause of the trouble 
is a vicious monetary system." 

"These statements would not come with good grace 

from one who graduated from an iron foundry into the parasitit 
of the law 

professionf but when they appear, as they do, as the 

official statement of the greatest trade and industrial 

organization of the British Empire, the London Chamber 


of Commerce, in the official journal of that great body 


-~ 468 = 


in the issue of July, 1933, they cannot be ignored, 

But the quotation I have just given you appeared 
Over the signature of the Secretary of the London 
Chamber of Commerce in the July, 1933, issue of that 
distinguished body's official journal, 


I said I would like to give you some pictures 


of Canadian conditions. I have no doubt your lordship 
is conversant with the London Chambor of Commerce, 
journal. It is an excellent publication, and in what 
it has to say in reference to the Macmillan report I 
find more of real substance than in all the other pub- 
lications. I may say that I have made a complete study 
of the Macmillan report and kept it up to date, my lord. 

THE CHAIRMAN: I am very much honoured, Mr. 
McGeer. 

MR.» McGEER; I quite agree with Sir Josiah Stamp 
in his summary. Carl Snyder of the Federal Reserve 
System presented two addresses to the American Academy 
of Political Science, one of which was published in 
i951 and the other in 1950. I do not know whether 
your lordship has seen thom. 

THE CHATRMAN: No, I have not seen them. A 
should be glad to. 

MR. McGEER: The copies I have here are just 
my library copies. I am sure that Mr. Plumptre has 
them. While Hot agreeing with the conclusions of Mr. 
Snyder in the main I think you will find his studies 
there a good supplement to the Macmillan report. 

THE CHAIRMAN: Are they a critical examination 


of the report? 
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MR. McGEER: They are addresses on "New Measures 
of the Relations of gredit and Trade, "Over-production 
and the Business Cycle," but they do in a weird way and 
particularly in an émertean Way add a chapter to your 
own report which I thousht amplified and justified many 
of the measures that I ain eOane tO deal with. I under-~ 
stand that the Macmillan Commission in thoir main report 
hoped that Great Britain would not be forced of f the 
sold standards 

THE CHATRMAN; It was rather indicated to us when 
we started that wé should proceed on that assumption. 
tt would have been dangerous to have proceeded at that 
tims on any other assumption because it might have had 

ne effect of sending countries off the gold standard. 
it was thought that in the circumstances it was unde-~ 
Slrable that the Commission should pronounce on that 
question at that moment. 
MR. McGHER: There was nobody on that commission 
who was willing to take ths responsioility of recommend 
ing that England should so off the zold standard. 

THE CHALTRMAN: That is quite right. 

MR. McGHER: Whether they should have gone off is 
another quastion. We have worshipped zold for so long 
and have oscome so stiff-necked that we cannot turn away 
to look at anything sise but gold, but thank God we are 
emancipated from the barbarous relie of the.gold standard 
at laste. 

Lot me put before tha Commission what probably 
it will not hurt some of the Canadian bankers to know 
to-day, two extremes of our Canadian situation. Here 
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"I am a Canadian mother." 
This is in Canada, my lord, with an abundance of agrie- 
cultural products: | 

"T am a Canadian mother. 

"The most noble calling in the world is mine. 

"T am a Canadian mother and my country 

honours me. | | 

"at banquets I am reverently ee by 

Canada's noble sons. 

“When depression comes, my country rushes 

to the rescue. But when the &.0.8. goes 

out do Canadians ery “Mothers and babies 

firdt"? 

"t am provided with groceries. No milk." 
This in Canada, a family of seven children and no milk, 
and we call ourselves a Christian civilizations 

" We are allowed no butter at all, no 
neat but fat pork or beans. I copy from 
our bill: 2% bags flour, 5 sounda shorten 
ing, 1 pound tea, 10 pounds sugar, 1 galion 
mollases, 10 pounds beans, 4 pounds pork, 
6 pounds broken codfish, 10 pounds rolled 
oats, 2 boxes yeast cakes. This is the 
allowance for the family of seven for one 
month." 

HON. MR. EROWNLEE: Where are your figures taken 
from, Mr. MeGasr? 
MRe McGHER; From a statement made by Mr. Angus 

MacInnis in the Uanadion House of Commons -« 


HON. MR. BROWNLEE; Are you quoting from a 
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rslief schedule? 

MR. MoGEHR: This woman is givine her own @x- 
perience and it was presented in the House of Commons 
by Mr. Angus MacInnis. You can check it if it is not 
correct. 

HON. MR. BROWNLES: I was curious to know whethe: 
tG Was a lo¢al schedule sr usere qotine from. 

MR. McGEER: If shs said she was a Canadian 
mother with seven children, I would believe her myself. 
But lot us pass from a weary mother and seven hungry 
children to where broadpewohod complacency is boginning 
to show concern. Sir Robert Borden in his presiden- 
tial address at the annusl moatihe of the shareholders 


b: Barclay's Bank (Ganada) recently said: 
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ture andi cons:quent taxation 

have increased altogeth vc out of proportion 

to the inereases of popelation and of wealth." 

In 1931, acsording to the figures recently 

compiled by the Nationnl Committee in Public Finance 
working under the avspioes of the Canadian Chamber of 
Commorce, the total amos of income assessed by the 
Dominion against inadivisuuale for purposes of the 
income tax was $815,714,684, and this was the greatest 
amount assessed in any yeare / Exemptions under the 
Act were $3,000 for marricd persons and $1,500 .for 
single personse In 1931 the ordinary expeniiture of 
the govermments of the country, federal, provincial and 
municipal, totalled $920,000,000. In other words, if 
the governments had takon every dollar of income in 


excess of the moderate axomptions mensioned abovs, they 
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would still be $100,000,:00 short of enoughmoney to 
pay their bills. 

The forgotten man, my lord, has developed a 
twin brother in Canada in the form af the forgotten 
taxpayer and we have to look after the taxpayers as well 
as the unemployed. 

In "The Gourses and Phases of the World 
Economic Depression", published by the League of Nations 
in 1931, Canada's debtor position is emphasized by this 
statement: 

When tho Gorman reparation problem had 
been sattled with the Dawes plan in 1924 
a new period of further expansion opened. 
The Dawes loin was the first of a series 
of large bon! .csues whereby Germany ab= 
sorbed more forei2en capital than any other 
country during the next four years, and 
from being -- apart from her reparation 
liabilities -- a creditor country, became 
the mest heavily indebted country in the 
world after Canada. 

IT do not know, my lord, whether that publica» 
tion has come to your notice. Ts is another splendid 
thing issved under the direction of Mr. Loveday as a 
supplement to his book "Britain and World Trade," and it 
might be a very, Very valuable thing for the mombers of 
your Commission to roade Now that Germany has repudiat~ 
ed her war debts and most of her bonded indebtedness 
we no doubt, my lord, hold the unique distinction of 


»cing in bondage to foreign lands to 4 greater extent 
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than any other coultry in. the world, and I propose to 
show, my lord, that that is the result of the extreme 
difficulties in our existing banking system. We capied 
the British banking system but we only adopted the mere 
chant banking end of it, and your lordship knows per- 
fectly well that the whole scheme of British finance is 
founded upon short selling. Short selling did not 


originate in the stock market or in the grain pit but 
among the credit dealers. What you do is this. You 


loan credits abroad payable in gold, and if ever the 
sime comes as 1t did in England or in Austria when 

its oredit collapsed or in Russia which repudiated her 
debt, hedging wontt save you because your hedge breaks 
down. What we have done in Ganada is een We have 
blindly gone along borrowing credit in foreign countries 
payable in gold abroad, and we have never hedged to 
protect OURS a Lyes We havo. aah up no machinery to: : 
afford nroteotion for our nation and people against 

the disastrous consequences that must ensue if you. 
insist on borrowing credits abroad that are payable. in 
gold. While we are still borrowing eredits abroad 

we still fail to provide the machinery to supply 
municipal and provincial authorities and private enter. 
prise with local credit. A very small proportiamof our 
national. indebtedness is going abroad, put the bulk of 
sur. presincial and municipal indebtedness is going 
abroad, and it is because of that condition that we are 


now hopelessly pankrupt in the ‘province of British 
Columbia. When I say that 1 do not want you to think 


that I am speaking as a man who has not got a proper 
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sense of restraint in these matters. Ido appreciate 
the delicacy of the situation, but I think the time has 
come when statesmen, bankers, business men, taxpayers, 
consumers and producers must get together in a spirit 


of "come, let us reason together," and they must recog- 
nize without further delay the app i'ing tragedy that is 
confronting them if they do not movc to rectify existing 
conditions. | 

Qur total indebtedness in this province, if 
we take our proportion of Dominion and provincial ine 
debtedness is $498,000,000 or $3,600 per family of five. 

THE CHALRMAN: Thats. over #700 per head. 

MR. McGEER: About $720 per head. In 1929 
the wage distribution in this province was $190,000, 000 ; 
Sri 9514 $140,000,000, and in 1952, eee than $100,000,000 
That is very serious, my lord, and while there may be 
temporary indications of some betterment there is no 
indication of any permanent recovery at all. 

The bankruptcy of the people of western Canada 
has not been due to a want of industry as the following 
figures on the production of wealth indicate. I am 
giving the figures for the ten year period fromlg2e to 
1931 inclusive. I could not get the figures up to 
date but for our general purpose these figures will 
suffice. 


PRIMARY PHODUCTION OF WEALTH IN 
_BRITLS] COLUMBIA 


Ten year period 1922 to 19351 inclusive. 


Lumber and its products 756,000,000 
Minerals 535,000,000 
Fisheries and fish products $214,000,000 
agriculture |601,000 , O00 


#2 .106,000,000 
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Now I come to the rish greicry -f the British/ 


In the three prairie provinces for the same period the 
value of the production of wealth in grain alone was 
$4,506 ,000,000, I think it is safe to say that other 
agricultural products ani natural resources such as 
coal, gas and oil, lumber and fisheries would increase 
that figure to $6,000,000,000, so that the total of 
natural resource wealth produced in the four western 
provinces during the last ten years is more than 

$8 ,000,000,000. | I might point out that there is 
considerable lumbering in certain of the prairies, and 
fneir <cinterlor lakes produce a very excellent. grade 
of fish. They are industries that cculd be developed: 
to a very much igreater extent than they are now, 

This population of two and one quarter millions in 
western Canada was able to produce from the abundance 
which God has provided wealth to the value of 
$8,000,000,000, and yet we are bankrupt. What is the 
cause of 1t? We should «os be bankrupt, my lord,and 
we would not have been bankrupt but for this load of 
intsrest bearing debt. We would then have been able 
te finance our way with such a tremendous surplus. We 
cannot continues our wealth production and meet world 
competition unless we are prepared to finance the cost 
of production in some more effective way than we have 
at present. How are w2 going to meet the competition 
of Russia? Tf Russia can use the national credit for 
the development of her nstural resource, re matter 
how badly she is doing it and no matter how atrange and 
weird certain ideas she has may bé in other people's 


eyes, how can we compete in selling our grain against 
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Russiats, when Russia usss the national credit. without 
cost to the farmer and Russian products are put on..the 
market under a system of managed credit. . On. the 
other hand our producers PA Mieteseped by the disas- 
Prous charces mada by a banking system that originated 
Lin GHe- Ox cart days, and that is still imposed upon us. 
ee ae oe aes 
We are up against more than. the problem of 
reforming our banking Systum. We are up against 
saving the granary of the British Empire as a productive 
unit in this world, because, my lord, therc can be prosucec 
all enereearh that the world needs in other parts of 
the world without usine»-sany of Canada'ts grain at all. 
We have to sell our ¢rain in world m:rkets at world 
market prices and we can never get avay from that prow 
blem. 
Our Suture depends on whether we are ready and 


Willing to assume with courace and with fortitude the 


problom of maintcimins ordsr in ah age of easily 
realigzgeble abundance. Ws have to get away from the 


idea that the edonomy of an age of hecossity can ever 


serve an as 


ae 


at 


> of easily realizhble abundance. You can 
produce more than you can consume no matter how high 
you raise your standard of living. If you allow all 
the boot and shoe factories to work you can produce 
more shoes than the péoole in the whole world can use 
even if they take one hundred pairs each. The same 
is true of United States and the Macmillan Committoe 
said with great clearness that the day is coming when 
regulation and control must take the place of what was 


commonly known as the tage of laissez faire. Wa have 
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Learned inet we cannot depend undll the oredit dealer's 
gold standard management of money and credit; that 
cathedrals of usury can never become havens of indivi- 
dual safety or institutions of national stability. It 
is upon this question of usury that we have made a 
retrograde movement. Usury was condemned by the writers 
of the Old Testament and of the New. Lt nasbeen con 
demned by every altruistic phinker and philosopher 
whoever endeavoured to guide humanity, and yet we have 
triea to build a civilization on a foundation of usury. 
We have tried to advance by defying the divine teaching 
of God, and we are finding out that we cannot progress 
by breaking the laws of humanity, and so long as we per 
sist in worshippiig mannm and defying divine statutes 
there: ie no use in praying to God for relief. Lt 28 
all very well for Mr. Bennett to say, "Nothing but the 
grace of God can save us from this depression," but if 
that be true it is time that we looked to the teaching 
of God and began to take our guidance from laws that 
were laid down thousands of years ago and which time 
has vindicated. If we dco that we will abolish usury. 

We cannot tax ourselves into prosperity or elevate 
ourselves to higher standards of living by cmcelling ; 
debts or reducing either the volume or the level of wage* 
and business incomes. 

No matter how mich one is intrigued ipo AC poreenali 
realm of metaphysics by the cabalistic jargon of the 
orthodex economist or confused by the bewildering contra~ 
dictions of the monetary dechbrinaire, theses conslusions 


ape inescapable: 
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Le ‘When wage distributing enterprise maintains 
the masses in gainful employment, whether it he in 
time of war or peace, vrospe EP OSS LSS 

My lord, you gam rut men to work with netilonal 
credit to kill each other. why not put them to work 
with national credit to esta lish the kingdom of God 
upon earth and bring peace and plenty for men of good- 
mal credit to destroy 


yu 


private money svstem 


’ 


will? Lt vou can usd) the iat, 

t 
men in a prosperity period mnder 
of interest why cmnot you use the Nevicnal credit 
under a national banking system to achieve the conquest 
of poverty? 

2. When wage Clscpibuting activity ceases and the 
mass: s become unemployed, no matter how much money or 
Ceases; prices fall, incomes 
decline, taxes INCrGase, starvation EPPcars, crime and 
hoodiumisam hecome campans end revolution threatens. 

Now, my lord, what is the vel ue of our money? 


What is the value of cue wealth? 


ation where realizable 
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oO» Imean advanced c 
supply can be maintained in excess of 


ViOhgu Gio. valie“ar wealth, both real and representative, 


joe 


S in large measure dependent upon the exercise by 
government of its power tc maintain trede py the judi- 

lation of buying power, 
the production of wealth and international trade. 

A governuent that falls to assume and to asserg 
intelligently its responsibili ty in regard to these 
fundamentals cannot fulfil the Bregtest of its oblig- 
ations, that of obtaining the normal progress of the 


fj 


eoOLltienl economy of the nation. As a result of that 
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you started in 1914 to spend the money and credit of 
the nation in an international wats and your distri- 
bution of wages through employment rose until 1926 when 
the collapse came in Great Britain and everything fer 
downe Your consumer's parchasing power, aided by 
speculation, centinued until 1929 and then collep sed 
precipitately. Your technical knowledge desiring to 
meet declining costs increased your capacity to pro- 
continued 

duee and although your taxes/to climb wages continued 
at the same rate ,and because of that there was no 
appreciable increase in the taxation. When you drop 
the value of earnings ad the value of taxable wealth 
your taxation increases proportionately. We have 
heard a lot about the collapse of civilization from 
MacNeill and others and it was the collapse along those 
lines that they referred to. What happened? When 
you put from thirty to forty million industrialists out 
of work, what is the result? In your Committee's 
report, my lord, you fixed the earnings of an indiviqdua- 
at $1,000 a year or 200 pounds, anu with thirty or 
forty million out of work that means a huge amount per 
year. If you give wages a velocity in 1920 they will 
circulate at least twenty times before rpsalting in any 
rise in profits or taxation. There, wy lord, you © 
what you have got. You have taken out of the ciréula- 
tion of business something like eighty billion dollars 
a year and you have in this unemployment of men the 
real cause of the trouble. 

In 1844, whem you speak of the banking system, 


the bankers proposed to do away with money and the gold 
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and they preposed to set up a banking system based upon 
the usc of credits in bankers' books which were to be 
transferred by cheque, and which were not to be retired 
by either goid or money, There we move away from 

the money syster inte to3 ersdit system and the money 
wealth of the people becsme « pure fiction of money and 
interest in books of account, which mem t that the 
bankers were making promises to pay money that they could 
not meet on demand. My lord, I do not find "an my 
studics as a lawyer that there is any justification for 
that. I think that when a banker represents to a man 
that he has expended all his money wealth, and he has 
not done so, that he has perpetrated a fraude I think 
that when a banker says to either a government or indivi- 
dual, "I am lending you money," when ne is not doing my 
such thing but is simply lending bookkeeping entries 

and charging interest on them as though hes were money, 
I say that he is obtaining that interest under false 


pretences. 


(Page 500 follows) 
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J see no justification for that practices if 
another institution dared to do what the bankers 
are doing, they could not resist successfully a prosecution 
for obtaining money under false pretences, and a charge 
of conspiracy to defraud by misrepresentation all the 
way down the line, | 
Now, let us sec how that system of substituting 
money for credit has worked in Canada, These figures 
are taken out of the Canadian Year Book, and they are 
averaged to represont what has been taking place over 
the last ten ycars, They are: not accurate figures, 
my lord, but you will find if you cxamine the Year Book 
statistics, that they pro¥ont the picture honestly and 
fairly, which I am Deomoneiae be FY Us 
We have one hundred millions of dollars in golds we 
have two hundred millions of dollars in legal tender, 
notes and subsidiary coin, Tho bankers owe their depos-= 
itors one billion eight hundred millions of dollars, 
payable in money, convertible into gold. They have 
outstanding, in addition to that which functions as part 
of the till money in circulating media, promises in the 
form of bankcrs' notes of roughly about one hundred and 
gixty millions of dollars, We are the only country 
in the world which pormits private bankers to use the 
Printing Press to manufacture money with which they 
can buy government -bonds chargeable upon the taxpayers! 
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Now, what is that? If the bankers owe their 
cred itors, and have issued bankers promises to pay 
inthe form of bank Rae two thousand million dollars; 
thus they have inflated -om gold by one billion nine hundre 
million dollars, and they also have inflated on money 
one billion eight hundred million dollars. That is 
the extent to which our Canadian banks are operating 
the"short-selling racket.” 

How does that go farther? It goes then into 
interest-bearing debts. I do not blame our bankers. 


Here was a system adopted in Great Britains; it was worked 
out in 1844; peop le are very jealous and careful of 
their money; they looked upon the bankers as careful 
guardians of their money; and they looked upon the 
interest charge as a necessary check, for fear the volume 
of purchasing power would see hh into destruction. 
While I am speci ing now, my lord, infefinite 
and positive terms, I have no fault to find with the 
practices which have grown up in that long period of 
time but the time has now come in the Provincial, National 
and Empire eer when we must deal plainly and fairly 
and frankly with the cctual situation as we find ite 
This is not a place wrerse the surgeon can permit 
the gentlest end kindest of bed-side manners to prevail; 
we are at a point where a cold, deliberate plan of 
courageous spenn: both in the diagnosis of our troubles 
and in the providing of the remedy, is necessary. 


So my lord, when I say I speak plainly end frankly, 
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as & counsel, I feck 1 am doing nothing more than 
a duty which you, ag 4 nembur*ef ‘the piiaeen es would 
expect of me. 

Let us see where that has gone to. What are 
our interest-bearing Aebts in Canada? We have inflated 
bank credit and pyramided bank credit into - when I 
made this chart I said e one billion eight hundred 
million dollars. I suceessfully aroused the interest 
in the Dominion of Canada for a public inquiry to be 
started, and they increased my figures to nine billion 
five hundred million dollars. My lord, get a look 
at that picture. Here are Canadian banks . carrying 
obligations of nine and one-half billions of dollars 
payable out of one hundred millions of dollars in money 
and two hundred millions of dollars in golde That 
explains the reason why when we go to pay our mortgages 
off on our farms or our Honea we cannot get the Auisy., 
because the money is not iene and never was there. 

Now, what can we do business with? I understand 
‘Sir Thomas White said that somebody who had mentioned 
money had overlooked an pe Guetienan aly the cheque. 
I have not overlooked i Sir Thomas. 

SIR THOMAS WHITE: I did not think you woulde 

MR. McGEER: I think that the cheque, of all the 

technological achievements which have been devéloped 
in the last five hundred years, is one of the greatest 
benefits to dentate surpassing both steam sxd 


electricity. I think we owe to ous bankers more 
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than anything else for the great service they have 
contributed to humanity in working out the technique 
of substituting rents transferred by Ancunets for 
moneye It has not been an easy thing to dey but it 
has been done, and that technique has been perfected. 

In 1929, in Canada, we did forty-six million 
dollars of monetary tra nsactions by cheques In the 
United States they did rine hundred ond eighty-three 
millions of dollars of business by cheae. If it 
were not for the fact that it is more convenient to 
put your hand in your pocket and take out token currency 
for current transactions, you would write chemes for 
Hee yeiine ; because it is the most eenvenient, the 
most expeditious and the mcet efficacious way of complet- 
ing a monetary transaction. 

Nobody wants golds; nobody wants silver; nobody 
wants money of intrinsic vate or money in any form 
other than in those minor transactions which are out 
of pocket expenses. 

Now, my lord, in this country where there was 
no milk supplied on the relief ere we have developed 
wealth to the value of thirty thouserd millions of 
dollars. Our banker friends wtll tell us there is 
danger of inflating national currency in a country 
where there is only two hundred millions of dollars in 
Se ner thirty thousand millions of dollars in real 
wealth. But when youc xamine what the banker does 
in the ercation of his own purchasing power by using 


a printing press to issue money which is not sccured 
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by gold wnder our Act, my Lord, and not eonvertible 
into gold as a practical proposition even in the 
limited amount which is spent, they adopt inflation in 
the issue of bank credit; by resortirg tc inflation 
the bankers? acticn emtradicts the bankers economic 
thecrye 

Now, my lord, I want to submit in all fairness that 
mhat we have been pleased to call a “sound money system" 
is not a sound money nee put that it is a thoroughly 
unsound creiit "racket", and, my lord, the actual con- 
ditiors which now exist to-day are the inevitable results 
of the opwration of that system. Ve would aint have 
escaped under the existing panking system, the depression 
whieh came upon us. 

Let me give you .an illustration to prove how that 
works out. Recently our people in Vancouver built the 
Burrard Street Bridge at a cost of two miliion tive 
hundred thousand dollars. it was financed with credit 
berrowed on forty-year bonds at five ner cert., making 
the total cost of that bridge seyen miliicn five hundred 
thousand dollars. My lord, here is the way the trans- 
action works out: Building the bridge, paying for the 
materials, and distributing wages areated real wealth 
to the value of two millioz five hundred thousand dollars, 
and put two million five hundred thousand dollars into 
eirculation, so that if you wanted to tax that bridge, 
when there was two million five hundred thousand dollars 


available to draw out of the consumers’ purchasing 
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powers stream or a way from the taxpayers to pay for 
it, but when you charge five per cent. for forty years 
on interest-bearing bonds you do not put anything in 
to circulat*en, my*lord. What is the result” You 
are trying to operate a system under which a eredi 
dealer .>° * is putting less inte the consumers! purchas 3 
power stream thah he is taking out of it. In the 
case of the rortyyear bonds he puts in one and takes 
out three, and, my cbee you do not need to be a lawyer 
or an economist to know that if you do that with your 
purchasing power stream of the consumers, in the end 
you must dry it ups . When you realise theh we have 
tried to finance all the governmental enterprises 
and a very large proportion of private enterprises 
on the basis of paying for creflit capital more than 
credit capital was paying in, you cannot esseape your 
present calamity. 
“and, my Lord, you cannot get out of it until 

you recognize that problem, Analogies are difficuit 
to get, but I think an analogy which is perfect in 
the matter of ectirculating eredit = purchasing power 
in a social syatem, is that of an irrigation system. 

A man aah if he is going to set up an irrigation 
system, get control and a ssurance of the continuity 
of his supply of water, and he must build his means 
of distribution and establish the means of circulating 
and controle 

Now, my lord, there is one weakness in the ana logy 


Water flows away or is absorbed by evaporation, 
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but credit has the dangerous faculty of accumulating 
and piling up, so that you must in addition to | 
providing Pom ouE supply and its one eeel ae ene 

Bn eeet Hobton, also provide a means of keeping your 
circulation inflowing, by carrying your credit 

back to he source of its origin. 

What we have tried er ay ate this; we have set 
up a system already to nationalize money, and then 
nullified it by a owing a monology to suberteete 
eredit for money « We have allowed the banker 
and the credit Aaetoe and their associate groups 
to manufacture the credit stream solely for the 
interest ob the prop agating of interest- Vearins debtse 
We have piled up a load of interest-bearing debts 
which we cannot escape. There are two obser- 
vations which I think bring s this out very clearly. 
The ee is an extract of 2 Pepors made by Alexander _ 
Hamilton, in the United States in 1790, forty years 
before the passing of the English Bank Acty This 
is recognized as a classic ane fs quoted from very 
frequently: 

"The stamping of paper 1s a n operation 
so.much easter than the laying of Se a a 
government in the practice of paper emissions 
w ould rarely fail in any such emergency 
to indulge itself too. far in the empleyment 
of that. resource to avoid as much as possible 


one less auspicious to present popularity. 
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if it should not even be sarried 60 far as to be 
rendered an absolute bubble, it would at least 

be likely to be extended to a degree which would 
occasion an inflated and artificial state of 
things incompatible with the regular and prosperous 
course of the political economy. 

The wisdom of the government will be shown 
in never trusting itself with the use of so 
seducing and dangerous an expedient as that of 
emitting paper money by authority of government." 

Sir Josiah Stamp in a breadcast fran London last 
year is reported to have said: 

The main function of the gold standard is to set 
an outside limit upon the creation of money and 
credit, and to put it beyond the caprice of human 
frailty and politica} desires." 
I quite a gree that in the matter of inflation of 
currency and inflatim of purchasing power ae 
intelligence and wisdom must be TOE but my sale 
we have found out there is no safety in the gheek 
of interest-bearing debt; we have found that thab 
eee: although it meant Ree an kn has not been 
suffigient to prevent men spending to a point of 
bankrupt cy. Some other practice must be found. 

By taking rhe record of the Financial Statistics 
from 1914 to 1933, proof of the fact that the ceonomic 
collapse of this civilizatio was due to the fact 
that government, industry, and commerce were resting 


upon an inflated bubble of interest-bearing debt whieh 
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had been established by dumping - inflated bank credit 
into the social system of every country under a disaster- 
ous charge of interest. 

While denouncing the use of national money 
and non-interest-bearing natimal credit as the purchasing 
power of government for the reason that it involves 
tha dangets of sPLation; the bankers resort to the 
practice of issuing inflated bank credit as the purchasin?’ 
power of bankers and credit dealers which is used to 
purchase interest-bearing governmental ere and to 
finance all manner of capitalistic enterprises 

The facts of the financial operations of the private 
money system disclose that the bankers create deposit 
by loaning bank credit. 

This is fully discussed in your report, my lord, 
at sections 74 and 75, and confirmed by Mr, Carl Snyder 
in the document to which I have referred, and it was 
very very definitely emphasized by Presi@ent Hoover 
when he was appealing against thehoarding of money, and 
I think this is one of the most startling statements 
ever issued by a public man. 
In February, }952 he said: 

I am convinced that citizens hoarding currency 
or money do not realise its serious effect upor 
our dountry.e It diminishes the credit 
facilities by many millions. Every dollar 
hoarded means a destruction of from five to ten 
dollars of credite 

Credit is the blood stream of our economl?y. -— 
lifes Restriction or destruction of, or edit 


cripples tho reviral and expans ios of agri- 
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of a eciuare., z industry 6 and employment .« 
Qyery del bar returned from hoarding to 
circulation means putting men to work. It 
means help to agriculture and to businesse 


Everyone hoardi ng eurrency injures 


not only his own prospects and those of nis 
family, but 4s acting contrary to the common 
good. it is to their own interests that they 
should return it to circulation, 45 well as & 
patriotic service to the country 48 4 whole.” 

And this goes on to say that every doliar of legal 
tender money held out of ; deposit with the bank 
meant the destruction of ten dollars in credit 

What does he plainly say ? He is plainly saying-= 
and our practice 33 nere - if I walk into a bank and 
deposit one hundred dollars in legal epontee currency, 
T have one hundred dollars in the bank, put the banker 
nas 900 of the pankts credit purchasing power, with 
which he can buy interest-bearing ponds, make loans, 
or use in a ny way that money purchas ing power can 
be used. No wonder we are bankrupt under an 
interest-bearing debt. 

Now, education, by teaching men to read and 
write and understand the virtue of an accounting 
system, has made the use of the cheque posd bles 
The cheque has actually emancipated our civilization 
from the poverty of purchasing power. It is the 
greatest of all technological achievenents of the 


last 500 yearse The banker has apprepriated that 
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great echievement of the school-room to his own 
usc. Instead of using it to advance the creation 
and distribution of wealth, he has brought disaster 
through the most devilish of all the forms of the 


viee of usury, - that of usury on credit. 


Our present money system, cash and credit, 
is ready to accumulate that wealth of others in usury, 
but has failed to maintain in active circulation the 
volume of the medium of exchange required to permit the 
avallable supply to satisfy existing demands. 

Now, my lord, is it not a monstrous situation 
that a civilization which can harness clestricity for 
the purpose of eliminating the drujgery of human toil, 
which can span the world with transportation facilities, 
which can provide themeans of living in leisure, is 
not intelligent cnouzh to manage the medium of exchange 
to escape bankruptcy, want, misery, privation, war 
and revolution which originates from want in the 
midst of abundance? Men who do not believe in miracles ~ 
should recognize that the greatest miracle in this age 
is that we have set up a system wherein a private monopoly 
is able to starve men, as President Roosevelt says, 
right in the presence of an abundant supply. 

Science has been generous in eliminating the 
drugigery from human toil. The government, my lord, if 
we are going to escape the disasters of the future, must 


be equally generous in developing the consumers! buying 


powers 
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If we fail to do beat, we will go down as they 
did in Rome. ‘We can recede into decaying civilization 
where racketeers and war lords will cominate is, as 
they are dominating Chita / and my lord, permit me to 
say that we are not Withblt Sbme indication that that 
very condition is threatening the most ROS 
materially, of all the peoples of our day» 

Now, I want to a if I may be permitted tA-- 
and I ais not ee to apologize for taking time even 
though sone others tay feel that I am monopolizing 
more of your time than I should, I am speaking for 
the scale eni ede and the wareaonmiche have not direet 
representation on this Commission. I am speaking 
for the wage-earners not only of Canada, but for the 
wage-earners of this nation and every other nation 
in the ny and this is a subject which, my lord, 
you can hear or hea, as you see fit, but it is. ole. 
with which t+ do not propose te stint mysels in time 
to present te you. I have given ena 
of my own time and labour for more than fourteen years 
to a study of it, three years of more intensive study 
than any undergraduate ever gave dur ing his days 
in college, and I am acting here, not as a paid nounses 
but as a man performing 2 plain duty to the public, 
as a g7hihn! unpaid citizere 

THE CHAIRMAN: We are also performing an unpaid 
duty. | 


MR. McGEER; That mey bea trie, 4f your Lordship 
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THE CHAIRMAN: Certainlye Do you suggest I am 
receiving any remuneration for this work? 

MK. McGEER: I have not the least idea what you 
are receiving. | 

SIR THOMAS WHITE: Nor myself. 

THE CHAIRMAN: I never heard such a monstrous 
suggestion ~ | 

MR. McGEER: Let us speak plainlye Itis Neve Sai 
anything monstrous, I want to know what it is. You saic 
to me you were not paid, and I said I had no Vaca whe thez 
you were paid or not. I have no information as to wheth. 
or not youwere acting, as Sir Josiah Stamp did, 
who publicly stated that he was no» paid, or whether 
you were paid your expenses and paid a proper remurreratic: 
for your services. 

THR CHAIRMAN: Well, we do not need to get excited 
about it. 

MR. McGEER: Yes, out I do not wa_yt you to say 
that I am making monstrous statements now, because 
T had no such intention in my minds | 

THE CHAIRMAN: I may say, for your information, 
Pe bik" mec: that my out-of-pocket expenses are betas 
paid. Beyond that I am not being paid. 

MR. McGEER: In our country, my ord, oH ae murder 
goes in the dook, our statute provides counsel to defend 
a, but in the creation of this Commission our govern= 
ment ignores the necessity of putting men to work 
capable of analysing the laws of banikig and currency 
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It may be that I can be of no assistance to 
you, but I think the wage-earners of this community 
think I ~—n and public. opinion is there amongst the 
wage-carners as it is amongst the bankcrs. LI think 
1t is a momstrous thing that a Commisd on of this 
importance should be moving throuzh the Dominion of 
Canada without representation of the people being 
appoimted to lay the peoplets view s before this 
Commission. I think it is the greatest blunder that 


Mr. Bennett has ever madc. 


Financial opsrations during the war period 
have definitely established thet we can create and 
use token currency and credit transferred by cheque 
as substitutes for money of intrinsic value. 

In 1914 our total accumulation of alleged 
bank deposits was $1,142,000,000. In 1920 this 
amount was increased to $2,445,000,000. notwithstanding 
the fact that during four years of that period 
wealth was being destroyed rather than created, 
and that there was no substantial inerease in the gold 
reserves of the Dominion, 

During the same time the total funded debt rose 
from less than $500,000,000. to $2,500,000,000. Debts 
payable in London declined from $362,703,000. to 
$336 ,000,000. while debts payable in New York 
rose from nothing to $1S£,0290,000. The debt payable 
in Ganada rose from less than $100,000,000. to 
$2,066,000,000- Clearly we financed the war with 
bookkeeping entries by borrowing bank credit at 


interest which was issued on the security of war 
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contracts and national interest bearing bonds. 
Wo paid interest not for money but for the natfonts 


credit. 


My lord, where were the ineveases of bank 
deposits coming from during the period when we 
were destroying wealth and life? That is not the 
way you get credit, is it? We did it without 
increasing our gold reserves. Clearly we financed the 
war with bookkeeping entries manufactured in bankers! 
books, where credit issued at no cost to the monetary 
system was loaned to the government to proseeute the 
wa rata disasterous rate of interest. Here, is 
a startling thing which happened then. We have 
peid more in interest since the war ended than the 
war ~ cost, and our debt is greater to-day than it 
Was when the war ended. 

ALl are agreed that there is something imerentily 
wrong and completely out of accord with the ideals 
of liberalism and Ghristianity, when one portion of 
our citizenship is permitted to enslave posterity 
with interest-bearing national debts, while the bulk 
of the people are sacrificing, fighting and dying 
in war for national preservation, AlL sane~thinking 
people are equally agreed upon the proposition t hat 
thei is something fundementally unsound with a monetary 
system which permits a monopoly to destroy the progress 
of civilization by the practice of charging interest 
for the yso of the medium of ex change that is required 
to distribute the abundance of wealth now realizable. 

“My lord, may I respectfully submit is we want ta 

use the knowledge gained by war-time experience, 
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we-heve—these-ressorise 

The war has therefore emancipated from poverty 
induced by money shortage all self-governing people 
who are willing to use knowledge gained by experience. 
It has disclosed that statements of account in a 
maneged system and token currency can serve all the 
functions of a money medium of exchan-e. 

I would like to say that I propound this theory, 
that when you started to prosecuts the war you 
floated the war with inflated credit. The inevitable 
consequence of that at the close of the war was a period 
of uncontrolled prosperity, with the power of capital 
created through credit machinery loaned out at interest 
to make a profit, and drying itself up on the besis 
of making more out of the consumers purchasing pote than 
you put in, and that was bound in the course of time 
to dry up the circulation of the purchasing power, 
and to wreck the economic structure. That very thing 
happened. 

Might I take the United States first? AG ripe alot 
not cross my mind what you had in mind when you suggested 
you were not being paid am 

THE CHAIRMAN: Let us not start that again. | 

MR. McGEER:; I had na thought of that in mind. 

THE CHAIRMAN: It was that I thought you might 
have begn a little more generaus about it. 

MR. McGEER: I am more than generous to youe 
I want to speak frankly and pluinly and I had no 
suggestion that any banker gould have changed your 
viowe ~ 


THE CHAT RMAN ; You have been very kind in your 
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references to my previous enquiry, which was ajso 
unremunerated., 

MR. McGEER: If you had the same kind of a 
committee you had in England, -- 

THE CHAIRMAN: The real difficulty in that 
matter was that they differed amongst themselves in 
their opinion, 

MRe McGEER: Then there should be nothing but 
labour men on the commission. 

THE CHAIRMAN; Tf only succeed? in getting a 
certain measure of agreement - when one of the defects 
of my report which you have noticed is that as you may 
have experienced yourself it is much easier to examine 
into the past than to advise for the futuree It 
is very easy to analyse the past and see the mistakes, 
but much more difficult to devise remedies for the 

future, and I found amongst my very distinguished 
colleagues, that when we came to the question of 
& practical solution we found a great divergence of 
epinion, and I was not able to give tre phactical 
remommendations which I had hoped to do, and which I 
have been able to do in some other enquiries, 
because these opinions held by other people were not 
easily reconciled, and as you can see a number of 
then express themselves in independent pepers, where 
they said, "We want to follow out our ow ideas," 
and you will find a considerable diversity amongst the 
views of those people, and all of them were held 
honestly and honestly expressed, 

HR. McGEER: I am speaking strongly upon some 


of these alternative features, because time and 
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expericnece have led us ~ 

THE CHAT RMAN ¢ There is one place where you 
can help us, as you wnderstend our difficulties: le 
you were to consider - supposing for the moment you changed 
places with mo and had to prepare . report here; what 
practical recommendations Would you adopt ? What are 
the opinions within the compass of practicability you 
would recommend to this committee to put in this report? 

MRe MecGEER: My advice right now upon that 
is the most important thing for thig Committee to do 
is the thing you did in London, to eadeavour to. direct. 
public opinions The most valugole part of your action,. 
no matter what your report may be, is in the general. 

enlightenment of the public: to compel the racognition 

Or the seriousness of the problems, and there are 
possibilities of workingthem out, provided one thing - 
nebody would be foolish enough to suggest that the 
conquest of physical paverty will solve tho entire 
problem, in any way, but we must leam that we can go 
& great deal farther, and we must establish some other 
means jim order that prosperity will return; prosperity 
gained in any other manner probably would be more than 
disasterous ¢ 

THE GUATHMAN:; 21 think you are right in saying 
that we can provide the material for constructive opinion, 
but shall we not have to do more? 

MRse McGEER: I think the public here will do 
that. 

THE CHALHMAN: Tut would we not have to put into 


this repdrt - 


* 


ag 3 MM a tit. oe . 
» VIC - 
we Bei if & P ' ; 
pol ovat eatohteqxe 
a a 
eae 42 LTA tae) aur 
i Tae ae 7 OF 3 5 nen mae 
ae i Te Hee fine fe » * 


Miale 


: | ae: oe eet 
0 ra OF ores ad i 0 ae BE - e& | le om BO 


od. @xOW. HOY 


“gt”. raed we 


ay sich Bow eodect 


> 
hae ee wie Pek 


Poa BE Fale hesitate am Lao kr oe ts 


pa ioe a paee, 


Gb) AS me PRE Oe o ee 8 othe Wa Riad rae f 


ee a 2 , et ‘a 
‘ » x - os, 
: 
; $ e mds Pt ry 
re wet gaat ‘ coat Q- atch eal areataso es bison 


we ¥ 
ir ; 
Peete tie 


ur fy 


te +) 
3 _ vie aT 


ty 
wor mk he 


if ems es 


E: 
“4 
* 
- 
aa 
~— 
Pe 


: i; i no. a 
a; peer chew “eeeney erey i a 
: b ‘ ‘ ~ + cis . 4. rey t4 1% a 
Sank gee Noe . ‘ 
ga yy a i 
Len sid , hae 4 
ae ; , 
7h oe t 
ts Ane wa 
2 aaa - | 
SALT elie AT 


evan 
: ase 
> ¢ ah ® buat > y 
7 ‘ * 7 4 
eis. Vv EF? owad Bae MLB SOd 
‘Rap : : : ; 
‘ 

— dl Piercing aS Pave 
ot of binew goodans 
; es 4 
RA eco ere Tn 

¢ 
' ere 
A oe BRITO 
i soe ON . . 
‘ vf 
P ar x3 wk Rae We 
Puss Paes . ‘ at a 
. fe et at jeg aaa ” 
= * 
=) te oe ot 
ae Et ae 25 Nadi ig E, oe yo : 
f oe A 
afi sa . i: Jae | — 
eg 3 Wea ibe a) age) ; bzh hing lead ; 
. a Aa rh ¢ ; - 
. a ‘ ‘ x . 
Rm oe? een emt ai 
tye Oy oe cae: 7 A uf 
ang Poets; “y ada’? 
‘ ‘ ; 
7 . “ ‘ a or 
> Ta eaten sel eee TOT Mao aw, tang 
a Rue 3 . ‘ rm otf i 4 7 ORM “J 
ea ae ae aA id ‘ ‘ . . ny a 7 ME og : 
: r lies; 4 ' . hobs, a Pgs ee) r , 
* s 
J yt a * “Piper 
r sal . 
i sey Oo Wy i ifn8 ow aU 
; ‘ b Salah ve 
< ae Phas . > 
3 Mi 3 pes as fe wh a ¢ ‘ i fie 
cara OP at Sees hig) cee wet H 
‘ i y , Yh af 
. ve 
: ” ' ; Ae 4 + fete ae thal : 
ee bed fed tome: ee € Pe Ny ha ae ee J 4 - q Wd A Tota ie erachs 
” +H, “atiatigl Mat EM, i ote 4 1 2 i F 
7 A * Phe a. ry " 
; Ose ht 
i Eset! oaqninaene: 
~ - a ‘ 
y pee thee . " wa {ire 7 ay ogy , 
SaaS er) ‘ >| . ea; J 3 F & wa 9 wh dyads J *V Me . 
. Pes ao, : . . bayh ¢ 
tn 7 ‘ + ne a 2 ae . Sige & m 
! , . 
. Pe Le ae J < 7 ‘ 
‘ r i ; 
\ me ie 
+4 ' 
-~ 
| qu J rs 
f 
. a 1h 
yo j 7 7 , ae j H 


MR. McGEHER: Will you not allow me to come to 
my summary on that? 

THE CHATRMAN: You will come to that? 

MR. MCcGEER: Oh yoSe 

Now if I may run over the physical position of 

he United States:for the ourvose of not having any 

doubt, I sccured my statistics from the National City 
Bank of New York, and I think thelr statistical department 
and their economic department, under the vice-Presidency 
of Mr.George V. Roberts, who was used by the League of 
Nations gold Commis sion ag the Gold-standard Expert 
from the tnited States, is probably one of thobest 
statistical departmets we have to-day in the United 
States. 


In 1914 the gold reserves were one billion dollars, 


which rose in 1920 to two and one-hal.” oillion, and 
in 1933 to three billion dollars. But their notes 
in circulation did not show any proportionate inercase. 


They rose from three billion to five billion and fell 


GO four DLElionsin £oco. Now, what did that mean? 
That the gold standard was not operating in tho United 


states to issue the currency which was possible, but, 
my lord, that did not mean they could have done other- 
Wise, because their bank deposits which arc the real 
currency in the United States, as they are in Canada, 
rose from eighteen thousand millions to thirty-seven 
thousand millions, and then during the boom period 
from 1920 to 1929, they climbed to fifty-three thousand 
millione 

Now, my lord, when you realise that the great 


purchasing power of the depositors in tne banks of 
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the United States rosco from 1914 to 1929 from eightcen 
thousand million to fifty-threc thousand million, and 
you have not got very much aifficulty in appreciating 
what was the cause of the boom sn the United States 
which ended in the disasterous hysteria of speculation; 
it was the uncontrolled inflation of bank credite 

Now, when you come to the next step: Under the 
influence of the accumulating power of capital, manufacture. 
in the form of credit ontrics to produce interest and 
profit, the collapse came in 1926 in Great Britain, 
and in 1929 in the United States, and the centralization 
of credit and money wealth in the possession of the 
credit dealers and the credit loaners, stopped expanding, 
and then the nations which were over-expanded and 
anticipated going on indefinitely in the future 
collapsed. What happened? Bankruptcy came, and 
the banks deposits fell in the United States from 
fifty-three thousand mhllions to forty-one thousand 
millions, about Cusnteusas per cent.e, my lord, and 
exactly the same thing happened in Canada. 

SIR THOMAS WHITE: While you were speaking about 
the bank system I understood that you inctuded the Pritish 
end the American system, as well as the Canadiane 

MR. McGEER: Broadly speaking, they are the same 
system. . 

SIR THOMAS WHITE: You have beon using the 
word "Banking" thmoughout your indictment against what 
we might call the orthodox banking system not only in 


Conada but in other countries as well. 
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MR. MecGEER: The British Central Banking System 
which was inaugurated by the extension of the bank 
charters in 1844, ‘ 4t was at that time that the Bank 
of England ceased to be a national organization wi thin 
the conception of Preston and his csvociates, and became 
a pure moneyschangers'! institution, as a means of 
plundering the community. They were a group of extremel: 
able men. They really set up a system whereby Great 
Britain could get the seme results on a sold-standard 
basis that she got when she sent Drake and Raleigh out 
on the high seas, and have tnem come back with plunder 
secured from forcign shipse 

In 1914 England had only one hundred and sixty- 
five million of dollars of gold reserves, and wag 
safely on the gold standarde In 7933 she has nine 
hundred and five millions, and yet she cannot stay 
on the gold standard. if you want a very illuminating 
piece of information on that, Sir Thomas, I recommend 
that you read the New York Times of November Sth, and 
you will find on that date a reprod .ction of Doctor 
Haw ard W. Kemmer's address on "England's departure 
from the Gold Standard", if which he says it should be 
a metter of great rejoicing for the people of the United 
States, because the sigut hundred millign dollars a 
year profit which had forserly gone to the British 
financiers, was available to tae New York bankers 
wes wise enough to take advantage of ity and twas ¢ 
Ww. Kemmer is the young man who was picked by the b 
of the workd to maintain the re-establishment of t. 


gold-standard in twelve countries; who went to Chi 
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and tried to induce the Chinamen to adopt the gold 
standard, and I think, in my observation, one of the 
best informed men who could have given an opinion 

on that subject on November Sth of that year was 

Mr* Edward W. Kemmere 

MR. LEMAN: Is that 1951 or 196e? 

MR. McGEER: It was 1931 when they went off the 
gold standard. 

MRe LEMAN; It was iotonbey LQOL? 

MR. McGHER: Yes, Mr. Leeman. And mind you, 
the specch of Doctor Kenrier discloses that Ingland's 
departure from the gold standard was the result of 
the internati ott#economic war being waged by the bankers 
of Paris and New York; Paris supported by the Franch 
Government, New York supported by Hoover and Mellon, 
and Phillip Snowdon, the Chancellor of the Dri tish 
Excheq uer confirmed that opinion. I do not wish 
the distinguished Chairman of this Commission to say 
whether I am right or not, but I think privately he 
can tell me whether I am or note 

Now, let us take a look at the Dominion of 
Canadas We were ban'xcrupt in 19135. your Lordship 
will remember us and I think this is a matter which 
should be brought out here -- that in 1913 we suffered 
a wollepse of the tremendously unwarranted railway 
expansione We undertook to duplicate the Canadian 
Pacific Rallway by building one private national 
transcontinental system, and one partly private and 
partly national. In other words, we wore going tc 
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MacKenzie & Mann yore Bhs private owners. 

In 1914 they collapsed, and it was a pitiable thing, 
for all our provincial governments and the National 
Government compelled the Dominion of paabes to engage 
in the business of operating a national railway systems 
Our banks were seriously involved, and at that time 
we made the first departure frem the gold standard, 
to save that critical situation and we were then, a8 
I say, in a state of actual bankruptcy, and issued 
without legal authority twonty~six million dollars 

of legal tender currency without gold security. 

That crisis was se acute, that that money was issued 
ina Violazion of our statute, and the statute was 
passed the following years 

STR THOMAS WHITE: You mean at the opening of 
the war? 

MR. McGEER: No, I mean the twenty-six million 
dollars you issued for the Canadian National Railway 
system at that time. 

| STR THOMAS WHITE: I do not desire - 

MR. MoGEER: Noy I do not think you dae I do 
not wish to eter into a discussion on it, but I would 
like to have the privilege of exanining yous 

SIR THOMAS WHITES The opening of the war 
greatly increased the note circulation. 
MR. McGEER: What one do you mean? 
STR THOMAS WHITE: Used for the purposes of the 


war. 
MR. McGEER:; What was the currency then used to 
relieve the situation of the Canadian Northern? 


SIR THOMAS “HI'TE: Bonds were 4agsgued on the 
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guarantee of the Dominion and sold on the open market « 
a forty-five million dollar bona issue, guaranteed by th: 
Government. As far as ovr currency issues were concerned 
there was no over-issue beyond that authorized by the 
Dominion Notes Act. As soon as the war broke out we 
suspended the Dominion Notes Acts. We did what President 
Roosevelt did not very long ago in the United States - 
we suspended the Bank Act, 

MR. MGGEER: I am not interested in that point 
at the moment. I wanted to show our position when we 
came to engag in the destructive enterprise of war, that 
it was one of rather serious insolvency, We were not ina 
happy position financially in our provincial government, 
in our businesses, or in the Dominion, but we had in gold 
reserve one hundred and sixteen million dollars, and our 
notes in circulation amounted to one hundred and sixteen 
millions of dollars, and our bank deposits were one billior 
They increascd, and in six years our total accumulation of 
bank deposits were more by about one hundred and twenty- 
five per cent. Where did it come from? 

Now, my lord, just compare that figure with the 

United States. When we say that the United States Banking 
system was such an unfortunate thing, when so many 
bankruptcies were occurring and so many depositors 
were losing their money ~ I gave you the figure of 
a decline of twenty-six per cent. in bank deposits; - 
when that was occurring, our bank deposits rose by 19 
to twenty-six hundred millions of dollars, but in 


1932 it had fallen to eighteen hundred millions of 
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dollarse My lord, our depositor wealth has shrunk 
thirty-throc per cent. in Canada as against twenty-six 
per cent. in the United States, 

Now, what is the meaning of that? It means 
our bank system for probably not the same reason is ; 
not ag sound and stable as that of the United States, 
becauge the main defect I have menvioned, the 
accumulating of an enormous foreign debty has drained 
away,from our deposits in taxes and interest more 
of thelr real wealth represented in accumulated deposits 
than has gone in the United States. Whatever 
condemnation people may offer of the American Banking 
System bocause of its obvious defects, it should never 
sot the Canadian Banking System up as a means of ime 
proving it, because ours has infinitely more serious 
defects than it has, and the great defect, as I say, 
is that failure to supply the means of providing 
long-term credits internally for our provincial and 
local governments as well as our public enterprise, 

I cannot emphasize too much this problem of our 
debt. That is one picture which if I do not succeed 
in impressing you. with anything OLSO. 1 Go wanti to 
impress upon you, sire 

SIR THOMAS WHITE: I think you had on one of these 
charts about eight billion dollars - 

MR. MeGEER:; It is nine and one-half billion, 
according to the Parliamcntary Committees 

oR THOMAS WHITE: You have eight billion doll 
ear 


MR. McGEER: Yes, 
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STR THOMAS WHITE: That includes bonded 

indebtedness, does it net? v7 

MR. McGEER: Oh, everything. 

SIR THOMAS WHEE: Does it include the debt 
they owe to investors in the United States and Canada? 

MR. McGEER: Yes, three and one-quarter billions 
Or our’ Got 1s. = 

STR THOMAS WHITE: The question is this; I think 
that unintentionally you have been conveying the 
impression that this debt was due to Canadien banks, 
put you see an enormous amount of our debt is held,. 
ag you know, 4 Well as 1 Ge, im she United States. 
IT wish to make that clear, because from whet you have 
said - and you have been using the wora “banking” in 
such a wide sense, people may get the impression that 
this enormous debt 4g due to banks, whereas, 
es a matter of fact, it is due to investors who hold 
the bonds of these municipalitics and governments, 
including tens of thousands of investors in the Uni ted 


States. 
MR. McGBER: Quite truc, but I am directing my 


attention to-- 


STR THOMAS WHITE: You are directing your attentior 


to the system, and all I can say is that the system 
includes very much more than ‘panking operations; 

that is to say, in the narrower sense; that it includes 
investment operations as walle. ene 28 So ees 

the investments of tens of thousands, yes, even hundreds 
of thousands of private investors throughout Canada 


the United States and in England in interest-bearing 
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securltics. 

May I make one other point: I am rather sunsitive 
through being out of public life so long, and one's scree a 
gained in public life is earned and maintained theree 
At the close of the war we had not relied, except to a Limi? 
extent, upon external financing. When I left Ottawa im Leas 
we owed practically nothing externally and one of my most 
cherished memories 3s that no less than one million eight 
nundred thousand people in the Dominion of Canada held Vict: 
Bonds y interest-bearing eimitl omy, She for every family 
in the Dominim of Gnriadas wal: OOLy, WiSh, they had them now. 

MR. McGEER: The banks have them all nOWe 

STR THOMAS WHITE? I do not think 80. 

WG, WEGEER:  That/ie the, cirole watch, gece on 
and Ole saw Mate eee. sympathy with you, but as I sayy 
Tam directing the seaendiiens of the Commission to - 

STR THOM.:S WHITE: The systeme 

MR. McGHER: to the need of preventing 
our people borrowing from foreign countricsSe . 

The tnited States never made that mistake, and 

aaa Britain never made that mi stakes Great Britain's 
trouble is solely due to the fact that the people 

eno borrowed from them went proke and > mkrupt and aid now 
pays 

STR THOMAS WHITE; if you will do me the hopout 
of looking up the Last budget speech I delivered at 
ottawa, you will find I pointed out the very great 


aifferenss between the national debt held in Canada as 
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against a debt owed abroad and payable in foreign 
currency md I think, and have often exprcossed the 
opinion, that one of our preat difficultics to-day 

is due to the fact that from 1919 to 1929 enormous 
Obligations were incurred payable in New York funds 

by governments or railways under government guarantee, 
by provinces, by municipalities, and soforth, 

and that is one of our great problems to-day, as you 
know as well as I doe However,.do not let me divert 
you from your argument. 

MR. McGEER: .Now that you have raised that point, 
I- will clean it up heres. My submission .to you 
is that we should provide the means of supplying our 
credit at home, and we should deliberately prevent a 
man, either as a government or a municipality or a 
provincial government or an individual fro impounding 
any of the wealth of the Canadian people for the loans 
of foreign credit... If I have you that far with me, 

E Py! be surprised how much farther you would be 
eetdane to go before we get throughe 

STR THOMAS WHITE; It may surprise you to know 
that I agree with you in many other things, but there 
are some I do not agree with you One 

MR. MCGEER : Your point of view must necessarily 
ee on many things fundementally opposed to my own. 

SIR THOMAS WHITE: Not fundamentally. It may 
be that from what we have read we have reached different 
conclusionse 

MR.. McGEER : I hope that my son wili think 
differently from me, but there is a difference in our 


ages, and it will be a good thing if he does. You will 
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admit thera 13 « grea’ difforonce in our agos, alsa, 
Sir Thomas. 

SIR THOMAS WHITE: I think my wife would take 
issue with you at oneo on thas, 

MR. McGEER; Sho would not dony thet you are 
Older in wisdom and uxporicnce, Sir Thomas, 

Now, this chart I think exomplifies our true 
position, From 1914 te 1955 our gold reserve actually 
declined in the samo way our notes in eireulation 
declined; and our cash in the bank declined. Our 
bank deposits rose unti2 1929 and then started to 
decline, and declined scriously, out, my lord, vie 
mountain of intcrest-bearing debt continued to pile up 

Let mo go back to the Burrard Street Bridge 
again. Sir Thomas, toll mo how the tax-payers 
can pay intcrest~bearing bonds which put only a unit 
in clreulation, and tako cut one and onoequarter, 
two or throe? 

You cannot undyr your system you are »perating 
prevent the wealth of the pcople and the wealth of 
the tax-payers procecding to the posssssion of the 
credit dealers, My lord, that ig not the product 


t 


}-> 


of undirected natural vvoluticn or laissez faire; 


is tho definite and positive rosult which the men of 


1844 contemplated when they adopted the English banking 


system, They. simply proposed this, that they would 
set up a system where they would uso gold not as 

sccurity for money, but where they would use gold 
as the mcans of destroying the government right to 


issue moncy. That is tho purpose of the gold stank 
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that is what Sir Josiah Stamp meant when he made the 
statement I have quoted to your then you freeze 
the nation’s power to issue money into gold, then you 
establish a shortage of money; when you establish by 
Law a shortage of money and leave the door cpen to 
develop a substitute for money, you have nationalized 
the money system, but destroyed the bere fit of that 
nationalization by permitting a private monopoly to 
mint and issue credit as a substitute for money. ‘When 
con do that you are not cperating 4 sound money system, 
not using ahd as a security for real wealth; you are 
using gold as a means of creating an unsound credit 
racket, which must end in the jnevivable credit cycle, 
whieh means bankruptcy and disaster for multitudes. 

How could we have fought the war in 1914 if we had 
stayed on the gold standard? We could not have done 
3+. How can we fight this war to emancipate humanity 
from starvation and avoid the disaster of fevolution 
unless in going to war on poverty we use the nation’s 
power to issue money and create a tcken currency as 4 
medium of exchange of the people? That mountain of debt 
which is piling up is the result - the plenned and de- 
signed result - of the men who developed the monetary 
system in 1844, and there ere those who persist in 
maintaining the ideas of thee men, as sound economics 
and as the establishment of a sound money system. . 


Now, for much the same reason that we have set 
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up traffic regulations, ~ and I am trying to use 
illustrations which will be informative to the public 
as well as to the commission - we must set up traffic 
relations in the development of finance, trade and 
industry. No one would gug- 2st that because we have 
traffic regulations that that is socialism. . Our 
traffic laws, rules and r.-alsetions do not deny the 
privilege of the use of the olguways to individuals, 
but they arc designed and operated to create the greatest 
measmre of freedom and liberty, consistent with the 
principle of "The greatest good for the greatest number," 

Well, the right of the individual to use the 
channels of trade of the nation without interference 
or obstruction from other individuals, or monopolies 
is a right which must be granted, and if we fail to 
set up regulations in the realm of Pircence, commerce 
and industry, we are bound to get the same results 
as would happen if we were to destroy the regulations 
on our civic streets, Would anyone suggest that 
Roosevelt is making & mistake by setting up the ational 


industrial Recovery Act? Analogies are not easy, 
\ 


but I think the analogy of 


fi 


coG coannels of trade and 
_traffie on our city streets is really a sound foundation 
from which to cast around for a really economic outlook, 
which is necessary for the future. 

May I be permitted to read to your Commission 
what 1 think was one of the finest observations mado 
by one of the leading business men of the United State- 
Mr. Edward A. Fileen which was taken from his book wrt: 
in 1925. 4 give it because it is presorted with cleri 


and succinctnesse He says: 
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"The relative authority and influonee of 

administrative and financial points of viecw 
in business and industry is another noglectcd issue, 
and one that I may woll use to illustrate tho 
contention of this chapter, for I think it is true 
to say that the slov and, to my mind, often sinister 
onepyachment of the financial upon the administrative 
point of view in busincss and incustry has given 
the modern revolutionist one of his bost argumonts e 

~--It is clear beyond the need of explanation 
that most of the sins for which the mod ern 
revolutionist indicts our soglal system are sins of 
the financial point of view, not of the 
administrative point of viowe 

we r whole business philosophy needs an 
overhauling to the end that the creative s pirit (of 
the cngineer may everywhere dominate our Stores, 


our shops, our offices, our factorics and ovr banks, 


It is because the spirit of the anginecr has only 
hovered on the outskirts of our business and 
finance that we are to- day Pace to face with a 
frank revolt against the whole mod :vn business 
system. 

| eethe engineer is a better patron saint 

for business than the sort of banker who thinks 


only in dividends 


eo» ULredit is thse 1: fe-blood of the business 
system wha ch feeds and clothes and shelters 
mankind, and it is, therefore, a species of socia. 


treason not to regard its administration as a pub. 
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responsibility and 2 creative opportunity. Tho 
real rulors of modem eee are not the men who 
own the most, but the men who exorcise the most 
Gontrol over ocnterprise, namely the men who 
administer the world's moncye 

ese AS an astute critic of our social syston 
has said, fan aduquate etudy of the modern political 
organ that has grown ous of the ancient business 
of oxchanzing ana storing xoney must soon bo 
undertakon,'’ for the fact is that the administration 
of credit. has become one of the greatest forces of 
social control in modern times. 

ese. she financial point. of view in. business 
seemedstoime ono» oly, the) best.illustrations, of: the 
sort of fundamontal questions we business men must 
think through if wo are to keep thse. modom, business 
Systemes ccurowagaineh socio saciid to... 404 seems 
CO men one ‘of. the, rusted, lanke)\in..thc busLEGssS. armour. 
If Il have done nothing more than to call attention 
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",..credit is the lifebhleod of the business 

Valea whieh feeds and clothes and shelters man- 
kind, md it is, therefore, a species of e001.) 
treason not to regard its administration as a 
public responsibility and a creative opportunity. 
The aha rulers of modern society are not the men 
who ewn the most, but the men who exercise the most 
Sener t over enterprise, namely the men who ad- 


minister the world's money. 


"seeks an astute critic of our social system has 
said, ‘an adequate study of the modern political. 
ergan that has grown out of the ancient business of 
exchanging and storing money must soon be under- 
taken,'! for the fact is that the administratien of 
credit has become one of the greatest forces of 


social control in modern times. 


",..The finmcial point of view in business seemed 
to me one of the best illustrations of the sort 
of fundamental gestions we business men must think 
through if we are to keep the modern business 
system secure against social assault. It seems 
to me one of the rusted Links in the business 

done 


armour. If I have/nothing more than to call atten- 


tion to it, I am satisfida." 


The same conclusion is to be found in your own 


repert, my lord, Sec. 280: 


".*- Tho monetary system ef this country must be a- 
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"managed system. It is not advisable, or indeed 
practicable, to regard our monetary system as an 
auzomatic system, grinding ont the right result 
by the operation of netural forces aided by a few 
maxims of general application and sows well worn 
rules of thumb. The major objectives of a sound 
monetary policy r for exanple, the maintenance of 
parity of the forsien sxehanges without unnecessary 
disturvence to domestic business, the avoidance of 
the credit cycla and the stability of the price 
level - cannot be atteainsd except by the constant 
exercise of knowledges, judgment ond authority, by 


individuals placed in a position of unchallengeable 


inésnerdarnoco with greet resources and every 
ee oe > <= Pak | P<) gst zs pe PO ase mie <i 2 y? 
céchnical device at theiv disposition. 

iF a) 


The words "wochallengeable independenas” came from 
someone who understood the meaning ot these words. They 
flatly condemn the oxisting private management of the 
monetary system by barkers privileged to manage bhe 
system for thoir own gain. You cennot have a man of un- 
challenseabls indepondsnes, my lord, if in between him 
and his duty standa the interference with the right to 
accumulate a private profit. What would happen to our 
fudicial system if we’ allowed our Judges to take 

foes for the kind of judgments they would write? What 
would happen to the aduinistration of the estates of 
children or the estates of men left to their childrer 

we allowed trustees to privately profit by the manage 
ment of the affairs of their sesqui trusts. 


Undor our bankine system we allow bankers to us 
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the printing press to print paper bills, and at the very 
time those men are advising on the management of the 
monetary system they are advising governments whether it 
is time to borrow or to delay. As a member of the 
Legislature and advisor to covernments T know what happo: 
when governments seek the advice of their bankers. The 
banker says No this is not the time to extent credit. 

And no government goes in the face of the banker's advi- 
And only on rare occasions, my lord, will men of private 
enterprise move in the Aapeee ier expansion boyond the 
advice of their banker. 

In the investment of realpstate there has been no 
single instance in Western Canada where bankers have not 
lea the way by buying the most scl«ct corners in our 
cities and paying the highest price in the highest market 
all the way down the lines Just gO down to the corner 0j 
Grenville md Hastings and look at the palatial building 
there of the Royal Bank, the Bank of Commerce and the 

‘Bak of Montreal. Those buildings occupy the most valua~ 
ble retail section in ovr city. And doing what? Puttine 
on the same kind of a front that a banking man puts on 

to beguile the people into believing that it is not p 
credit institution but a sound money institution. And 
when you are in Ottawa let me call your attention to this 
Ottawa is a little town. You will see two of these banke 
cluttered in between other buildings, two banks with | 
palatial fronts, but unfortunately they do not harmonize 


and they jump at you, my lord, like a half witted person 
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trying te dress up with a combination of women and men's 
clothes at a State ball.- 

When I use the word “usury” I use it in the legal 
sonso, my lord. Thoy tried to build up a system from 
1844, and the Committeo, I think, recognized that while 
public opinion was not ripe to make the change the Bank- 
ing system could not make the change itself because it 
came to this proposition:- | 

",seThe task of the monetary system, as we see it, 

LS, therefore, to balance, so far as it can, by change 
in the quatity and terms of credit, the effect on the 
price level of certain fluctuating factors,” 

Obviously, if that power is to be @xercised by any 
group of men, that group of men should have no personal 
interost in the nature of opportunity to add to their 
accumulation of wealth in the changes and the quantity 
and the torms of credit that they are called upon to 
control, 

Now, my lord, our bank directors and our bank mar- 
agers = not the officials but the men who control and 
actually act as operators of the machine, who lay down 
headqaarter's policy, are privileged to engage in amy 
classof business in competition with mon who have no 
access to the credit system whatever. They can go out 
and buy up pulp and paper industrics, and engage in other 
classes of business. I must say this to the credit of 
the original members of the bank system, and particularly 


to the mambers of the Bank of Montreal. They did 
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roligiously confino the business of bankers to that of 
banking, and it is only in recent years that our Canadian 
bankers have followed the disastrous lead ‘or our friends 
to the South of us and started to correlate what I am 
pleased to call the predatory monopoly of industry with _ 
a prodatory monopoly of finance. And, my lord, the 

power of credit is too great to permit that kind of thing. 
You are bound to have disaster because nothing but the 
most unselfish, far-seeing and wise of men could ever 
operate. under that system without bringing about disaster. 
And it is that very system that has developed the 
fortunes of the Morgans and the Mellons. To allow a man 
to be engaged in industry and to be the manager of a 
monetary systom at the same time violates every principle 
of domocracy and repudiates every foundation of 
responsible government. Obviously, if that power 13° to 
bo exercised by any group of men, that group of men must 
have no porsonal interest tn the nature of opportunity to 
add to their accumulation of wealth in the changes in the 
quantity end terms of credit that they are called upon to 
control. Obviously, if that power is going to be used 

it must bo used by someone responsible to the government 
and the people. 

Speaking of the officials of our Canadian banking 
system, I lnow of no group of men who are higher in honour 
more loyal to their omployces, more courteous to the publi 
or who perform with greater diligence and loyalty for 


comparatively small wages more service than do the members 
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ef our banking officialdom in the Dominion of Canada. 
But I am not dealing with the officials of the banks of 
Canada, I am dealing with a director owner egontroller 
of the system. 

Obviously, bankers will not issue credit to relieve 
unemployment, to promote Sauda th on and to advance the 
health of the mititude unless they can be assured of 
the payment of interest or the accumulation of profits 
by the credits they issue. ‘Their methods are doomed to 
failure because they are, as President Roosevelt said, 
the actions of men "who know only the rules of a genera- 
tion of self-seekers"., Let me refer to the Macmillan 
Committee Rerort as to these methods and how they 
actually work out:- 

"The methods by which «e modern central bank controls 
the volume and terms of credit in its domestio 
monetary system consist in the mains 

(I) In what are known as ‘open market operations’, 
that is to say the purchase and sale of assets 
in the market on the initiative of the Central 
Bank itself. 

(2) In varying the terms on which it will purchase 
assets on the initiative of the seller, which 
is conveniently summed up as "Bank rate 
policy. 

If my interpretation is correct I think that the 
Macmillan Committee found that the bank rate policy was 
an ineffective instrument. It sayst- 

"There can be no doubt tn our judgment that 
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"pate policy! is om absolute necossity for the sound 
management of a monstary systom and that it is a 
most delicate and beautiful instrument for that 
purpose,” 

{i think thero are a lot of ccople who would hardly call 


it cither delicate or beautiful, my lord. 


(Page 555 follows) 
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Lt then goes on: 
Nevertheless there are certain limitations to 
its usefulness unless it is supplemented in 
certain ways. 
Now let us take a look at what this Committee says with 
regard to this delicate snd beautiful instruments 
If we had a more complete knowledge, both 
scientific. and statistical, of what is going on 
in our economie system, it might be possible to 
act sooner with great advantage, to correct aber~ 
rations before they have gone too far and thus 
keep business and enterprise on a more level keel, 
It would be better (if it is possible) to develop 
greater powers of diagnosis and not to depend so 
much on a comparatively late-appearing Symptom. 
Dank rave policy is only adequate by itself 
within certain limits. 
But the banker and our government have no other facili-« 
ties available at the present time. The Committee goes 
on to saye 
When substantial changes in the level of our 
industrial costs are necessary to correspond to 
substantial changes in the value of money, changes 
ln bank rate alone cannot hope to achieve all that 
is necessary. For consider how bank pate policy 
works out in such a case. its efficacy depends in 
the first instance on neducing the profits of 
business men. When in the effort to minimize 
the result, output and unemployment are contracted, 


it depends on decreasing the amount of business 
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profits and increasing unemployment to whatever 
figure is necessary to cause business men either 
to de¢reass thoir ecsts by additional economies 
oF to insist on, and their workers to accept, a 
reduction in wages. The recuction, if and when 
effected, wlll fall unequally end unfairly 

on those sections of the community who are least 
protected by contract, least able to defend thems 


selves and often least able to afford the sadri+ 
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beawts: 21 Wheat kind of snrdoudso humour is that? 


Was it sn.) frac.’ John Meynard Keynes that put that in 
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t.9 report: lelicave end beautiful! The report 
Goes ont 
Morcove:s once such a condition of depression 
has bucwme firmly este lished, a policy of dear 
money wili no louver be necessary to assure its 
continuange; for i. will contain within itself 
the seeds of its ows perpetuation. 
The man that wrote that as been vindicated by time, 
You did arrange bank retes by universal agreement in 
1929 and bring about a eoliapas and withdrawal of 
credits and you broughy Inunanity into disaster. 

On Cetober ai, 1981, and mind you, these con- 
fossions should not ba overlooked by men who recognize 
that we are at the perting of the ways and that we must 
reconstruct me Seen policy or go into disaster, 
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monetary system was beyond the control of bankers. 

I venture to say without fear of contradiction that 
since 1916 no man has pie te aes and wielded the power 
over the British people ‘that Montagu Norman has done. 
He has been a definite and positive force in every move 
that the government of Great Britain has made, and it 
was the Aamo ie dictation of the Bank of England at 
the Ottawa conference that brought that magnificent 
opportunity to disaster. My authority for that, my 
ford, 16 not the coneeption OL BB @rude cofontar., ~~ -i 
have the authority of the Journal of the London Chamber 
of Commerce. Let us see what Montagu Norman, who 
appropriately ch-s¢ for himsclf the alias of "Professor 
Skinner, "did. He stowed i ama America during electior 
ann As the United States ond he. threw” the’ whole - 
vAmerican people into a férvour of cexei temen t= byt 
“announging that. he did not want to see anybody» but was 
§0ing to travel west under the name of: Professor Sktn- 
nere ‘He is the greatest humourist that has ever ‘been 
developed in history. Nobody ‘dould be so ‘subtle tn 
his -humour ‘as .that but an English banker. - Hé ‘wag’ 

- dheughing. at imma ee and at the pitiable plight ‘into 
which the Americans had got themselves in-trying to 
emulate, the banker manipulation of credit in England, 
and, telling them what a sad thing it was that ithey were 
not,as. clever as he was. I wonder if he had, an’ything 
do.with the defeat of Hoover. — He was’ asm étated with 
the bankers of New York in knocking England off ‘the: 
gold standard.and keeping her off for. the purpose of 


getting. that eight. hundred millions: that Eawin Kemmerer 
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of Yale University publicly declared was available. 
I know that there are delicate things in this monetery 
system, but it is not the bank rate policy. In one of 
his very rare speeches Montagu Norman confessed to a 
banquet of distinguished British end continental bankers 
end financiers at the Mansion House that as regards the 
world business outlook he could only qiote the line of 
a famous hymn, "One step enough for me." Pointing out 
that the difficulties were so vast, the forces so un- 
limited and so novel, and the precedents so lacking, 
ne. said: 
I approach the whole subject not only in 
ignormce but humility. Lube Doo creat Tor 
me «ee. I think there is nothing that impedes busi-~ 
ness and the prospects of benkers to the same ex- 
tent as frozen credits... I do not know how it is 
achievable, but I do believe that trade can find 
its way in almost any direction, over or around 
almost any tariff, if it could be financed, 
No precedents? Nothing to do but to die in stagnation 
under that mountainous load of interost bearing debt. 
We are in this plight because we are now experiencing the 
ghastly paradox of a Christian civilization dying in the 
strangling grip of the dead hand of usury despite the 
fact that usury violates the direct teachings of humanity 
and every implication that, comes from Christian philosophy. 
Plato knew better than that. I understood that Plato 
was a good place to start as a foundation for x political 
Ssducation and three or four hundred years before the 


birth of Christ Plato said, "How does democracy emerge 
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out of oligarchy.” I have no doubt that your lordship 
is fmiiiar with the laws of Solon as they are portrayed 
in @rote's "History of Greece," and at that tire 
exactly the same conditions prevailed, but they were 
met definitely and courageously anda he gives us the 
solution, Laws wore passed to serve the needs of 
humanity of that day, castin. off the burdens and 
repuciating debt, and there was esreconstrustion of the 
laws of debtor and creditor. He saids 
On the other hand, the men of business, 
stooping +s they walk, and pretending not even to 
see those whomelcy have already ruined, insert 
their sting «- that is, their money -- into some- 
one olse whe is not on his guard against them, and 
recover che parsnt sum many simes over multiplied 
ints a family of children: anc so they make drone 
and pauper to abound in the stats. 
And in cligarghical states, from the general 
Spread of carélessiness and extravagance, men of 
Pood family have often been reduced to beggary. 
Yes, surely. 
And then democracy comes into being after 
the poor have conquered their opponents, slaughter- 
ing some and .benishing some, while to the remaind-= 
er they give an equal share of freedom and power; 
and this is the form of government in which the 
magistrates are commonly elected by lot. 
Yes, he said, that 1s the nature of democracy, 
whether the revolution has boun clfsoeted by arms, 


or whether fear has caused the opvosite party to 
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withdraw. 
He goes ons 

..e. And, as in a body which is diseased the 
sddition of a touch from without ma bring on 
illness, and sometimes even when there is no 
external provocation, a commotion may arise with- 
in -- in the same way wherever there is weakness 
in the state there is also likely to be illness, 
of which the occasion may be very slight, the one 
party introducing from without their oligarchical, 
the other their POM ee allies, and then the 
state falls sick, and is at war with herself; 
and may be at times distracted, even when there is 
no external cause. 

My lord, we should not comdemn democracy or 
Christianity for this depression. Christianity and 
democracy have never been tricd. We are living in 
that oligarchical state that Plato describes and our 
credit is being destroyed by ourelected representatives 
who are responsible to the people. 
| Oh yes, I know it will be said that I am attacking 
the bankers, and I shall be described an I have already 
been described asan illogical devil-hunting radical with 
an anti-banking mania.: But remember this. The words 
of prophecy that Plato offered might come true. Our 
civilization which has reached the standard that ours 
has reached will not for very long concede toh eeli- 
seeking monopoly the right to destroy a man's oppor- 
tunity to live and enjoy the life and leisure which 


his intelligence entitles him to, and may be to-day 
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Iam speaking as much for the eae a: of the banker 
as I am Speaking for the weitstotn aad corner. You 
are not unfriendly to a man if when you scc him coming 
along the edge of a cliff and feel that he is bound to 
fall over to his own destruction you point out to him 
the danger of the course he is following. Am I alone 
in my conclusions? I do not know what you think of 
them, my lord, but I think that Mon veneniee in his 
USGUeiG of Laws" di stilioa more real wisdom than you can 
find in all our English books including Adam Smith md 
John Stuart Mill. In his"Spirit of Laws" Montesquieu 
presented an analysis of the situation which is some~-. 
what similar to the situation we are in today from the 
point of view of banking. 1 Delseve ‘that tin’ thie 
Substitution of credit for money and the use of eredit 
és a national institution we shall fird the key to the 
way to prosperity. Sir Arthur Salter in a recent 
article in International Affairs of uuly, 1905, on 

page 542 says that we have entored a period of illimitable 
realizable abundance but that we are far at present from 
having thought out either the politics of the economics 
appropriate to such a pericd. I am of the opinion gh 
that Sir Arthur Salter is wrong and that the truth of 
the matter is that both the politics and the economtes | 
have been thought out but they have been misapplied. We 
are living in an age of plenty, and although we have 
the twentieth century facilities we are allowing a 

state protected monopoly to appropriaté the wealth of 
humanity by using humanity's credit, What we have 


real ly done,y.my lord,is thiss We heve gone into 
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the most dangerous form of a medium of exchange, that 
is, credit manufactured by the mere stroke of a pen in a 
banker's book. That is infinitely more dangerous than 
MONEY. fhe enclients recognized the danger of usury, 
and what must be our danger when we accept usury in a 
credit dysten. We huve farmed, out the creation of 
Croc. tore. creat. sibetitute, for gone boo priver 6 
profit-making monopoly in exactly thc same way that the 
governors of the Ronian Empire farmed out the collection 
of the revenues. Elihu Root, who was undoubtedly out- 


Side of Abraham Lincoln, the greatest contri bution of 


when the United States adopted the federal reserve 
system it had adopted laws that had brought Rome to its 
fall. Let me quote, for the purpose of answering 
Montesquieu's suggestionthat there are no precedents to 
follow, what Montesquieu observed when dealing with 
the monopoly of farming the national revenues: 
When the lucrative profession of the farmer 
of the revenue becomes likewise a post of honour, 
the state is ruined. 
What happened to the United States when Andrew Mellon, 


the richest banker in the United States, became Secretary 


of the Treasury’? He adnjoyed the post of honour, and 
the state was ruincd. Two gentlemen who enjoy the 


privilege of being farmors of the credit medium of ex~ 
Change are now sitting to tell us Canadians what kind of 
a monetary system we shovld have, and we are ruined. 

Now that the lucrative profession of the banker 


has become a post of honour, the farming out of national 
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eregit has brought disaster to the whole of civiliza- 
tion. By pointing out the right and opportune time 
to change the farming of the national revenues to 
hational management, Montcsquicu, I belicve, gives us 
some light as to the course we should follow in seeking 
a remeuy ror “our “present JJ7s, when he “sayss 

"I acknowledge thet it is sometimes of use 
to farm out a new duty, for there are practices 
and devices to be developed that commissioners 
might nover think of, Now the manner of levying 
the duty being ‘orice “established by the farmer, it 
might afterwards be safely entrusted to a com-= 
mission. In England, the management of the 
excise and the post office was borrowed from the 
farmers of the revenuc." 

The man who gave birth to the icea of the League 
of Nations was unqulified in his condemnation of banker 
meta g beat Here are his views: 

"Te great monopoly of this country is the 
money monopoly. 70 Lone as that "exists; our old 
variety and freedom anc individual energy of develop- 
mont ape out of the question, the growth of the 
nation and all our activities are in the hands of a 
few men who, by reason of their own. limitations 
chill, check and destroy génuine economic feedom," 

No precedents, Mr. Norman? The books of history are 
filled with them. fet me give one word from Lincoln. 
Of all the men whose lives I have been privileged to 
study I think Lincoln had the supreme faculty of sum- 


marizing the problems of government so *hat anyone could 
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understand them, and he never used such an expression 
as “an intractable non-monetary phenomenon, and he 

was the best financial critic of his time. Lincoln 

43 not known to many as a great monetary economist, 

but 2f ne had not been assassinated and had been 
elected upon a sane monetary programme ef national cure 
rency Lincoln would have laid the foundation in the 
United States for the reconstruction of that great 
Pennine He would have given the people of that coun 
try a currency as sound as his own government. He 
would have destroyed the right of the Mellons and the 
Morgans to the possession of the unspeakable wealth 
which they now possess and he would have laid the 
foundation for the American people to have lived in the 
enjoyment of peace amMthe plentiful © undm ce ae) nee 
land. In that election campaign he describes his fear 
of the secret enemies of the United States, and when he 
dared to stand for national currency and against usury 
his days were numbered, Students of history do not 
hesitate to blame the international bankers of his day 
for the assassination of Lincoln. This is what Lincoln 


hani in: minds 


wee ae peculiarly the duty of the national 
government to save the treasury from the payment 
of interest by securing to the people a uniform 
national currency and a gound circulating medium 
by furnishing a currency as safe as their own 
government." 
May be you gentlemen are conversant with it, but while 


Lincoln's Gettysburg second inaugural address will 
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dive Torever thére is ne decleration which he made in 
& message to Congress that Should stand side by side 
sf a Ry oa vetoing a biti put throuch by the bankers 
to create a monopoly in issuing bank notes of less than 


five dollars in the district of Columbia, President 


This bill seems to contemplate no end which 
cannot be otherwise more certainly and beneficially 
attained, . During tie existing war it is peculiar~ 
ly the duty of oye National Government to secure 
to the people a sound circulating medium. This 
duty has been, under existing cifcumstances, satis- 
factorily performed, in part at least, by authoriz- 
ing the issue of United States notes, receivable 
for all government dues except customs, and made 
& legal tender for a11 debts, public and private, 
except interest on public BED U, The object of 
the bill submitted to me -- namely, that of pro- 
viding a small note currency during the present 
Suspension -- can be fully accomplished by authoriz~ 
ing the issue -- ag part of any new emission of 
United States notes made necessary by the circum~ 
stances of the country -- of notes of a Similar 
character, but of less denomination, than five 
dollars... Such an issue would answer all the bene-~ 
ficial purposes of the bill, would save a consider 
able amount to the treasury in interest, would 
greatly facilitate payments to Soldiers and other 
creditors, of small Sums, and would furnish to the 


people a Cuprency as safe as their owm government. 
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Entertaining these objections to the Wikis Ss 
fecl myself constrained to withhold from it my 
approval, and return it for the further considera- 
tion and action of Congress. 

Yes, in Lincoln's day bank credit was not like 
it is to-day, but now you are using bank credit trans= 
ferable by cheque. The issue of national bank credit 
by cheque is exactly the same thing as issuing paper 
currency in Lincoln's day, and when I recommend these 
things I do not hesitate to do so because I am on the 
firm foundation that I am in the company of a man whose 
altruism and public servicd has been a guide and ities ine 
tion to the American people, and when I am sneered at 
and jeered at and repudiated I know that the sneers come 
from the same quarter that they came from when the 
Carpenter of Nazareth was hung upon a uw. He: got 
there after he had driven the money changers from their 
benches in the temple and when Lincoln vetoed that 
bill he antagonized the money changers of his time and 
his days were numbered, and when I am speaking for the 
purpose of taking this power out of the hands of 4 
group of self-seeking usurers I repeat the language of 
President Lincoln and of President Roosevelt of the 
United States. 

Now let me come to one of our own Canddian pankers . 
We hear a great deal of talk from bankers sbout the. ex= 
iniaukeunde of governments. I am not prepared to say 
that governments have not been extravagant, May we 
adjourn for lunch, my lord’ 


THE CHATRMAN: I think we would rather go on. 
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MRt McGEER: I shall not be chrourh for another 
hour, I have tried to rush through whet I wish to say, 
but it is too mueh of tf strain. 

THE CHAIRMAN: We might hear some others in 
the meantime. We are anxious that others have an 
opportunity of being hoord as well as yourselt.. 

MR. Mc¥EER: ft cannot have my argument on a 
subject of this kind broken. by others speaking. 
It is a pity we have not a little more time. 

THE CHAIRMAN: How long do you think you will 
bes 

MR. MeGEER: I do not know. You can close me 
off™any time. 

THE CHAIRMAN: Would you like to take a rest 
now? 

Mr, licGEER: This is the first time in ny (Lire 
that I have ever been asked to go on beyond one o'clock, 
and I have appeared before a thousand commissions in 
Canada for years and years, 

THE CHAIRMAN: I am not asking you to go on. 

Lf am asking you if you would like to take a PES tne 

MR. McGEER: I do not want a rest. I am not a 
weakling, my lord, 

THE CHAIRMAN: Suppose we hear one or two other 
witnesses first. 

MRe McGEER: No, I do not want my remarks to be 


broken. 


(Page 575 follows) 
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Mind you, there are people in this Dominfon 
of Canada of ours who may be interested in my remarks 
outside of yourselves; there may bemany members of 
Parliament who may wish Ne read {t in the light of 
what I have said, and I want them to have the opportunity 
of reading it without it being broken, 
Sir Herbert Holt, the President and Coiptrditer 
of the Royal Bank of Canada made this statement: | 
"Por many years government expenditure has been 
on an excessive seale. Extravagance has character- 
ized the budget of national, provincial and 
municipal governmconts. Throughout the country 
there is a general demand that budget be balanced, 
and every effort made to lighten the heavy burden 
imposed upon the people by reducing the unduly 
heavy taxation." 
Firty per cent. of our taxation is now required to pay 
interest, on sinking funds or fixed debt. 
He goes on to say; 
"There is a noteworthy duplication of government 
in Canada which leads to the excessive cost of 
administratione We must seriously consider 
whether this country can afford to maintain 
eee as nine separate provincial governments, 
together with the federal government, each 7 
with an elaborate organization," ) | 
Now, my hord,, one of ieks) things I take out of 
that is when you are considering wrether or not you 
can stand nine governments with an elaborate organization, 


can we stand nine banking corporations with their 
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elaborate otganizaticns? If =jr Herbert Holt secs 
practical economy in the general climination of tho 
duplicity of sovernment, then surely , our 6ommission 
can find from that a good reason for recognizing the 
consolidation of our Canadian Banking System into a 
National institution. 

Now, Let me go a little bit farther: How far 
does Sir Herbert Holt po? ~ and ming you, my Lord, what 
LI respectfully submit to you when you are considering 
the bost interests, Lf you do nok establish a national 
banking organization and tho means Of nationally controlling 
and regulating your banking system in Canada, your 
bankers will compel the Canadians to nationalize every. 
thing else, and mind you, this national industrial 

act in the United States is not very far from what has 
taken pplace in Italy, and Germany and Russia, and here 
is Sir Herbert Holt on cur Transportation Systeme 

This will no doubt be intcresting bo you, my Lord, where 
he says, when the British manned commission came out 

and told us how to handle our railways, they recommended 
a system of unification and coeoperative operation. 

Sir Herbert Holt said that co-operation of this sort 
will not prove drastic cnoush to eut down in any 

eae atans degree the annual definits of the Government 
rallways to which I heave reterred, He goes on te 
aay: 

"A phan founded upon agreement between rival 
enterprises ahd the golution of the vast and inty.zcate 
question of the maintenance and administration of 
separate propertics, presents difficulties for which 


it ig not possible to find a ready and lasting romedy. 
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It is said that public opinion is not ready for 

complete amaleamation, but this assumption, I 

am convinced, is made without regard to the 

inhcrent sanity of the people of this country, 

and it must be avparent to everyone that the 

maximum of economy can be obtained only under a 

union of interest which will remove the elements 

OF competition," | 
Do you think we necd nine or seven banks, sticking up on 
our most expensive corners to serve the monetary Aesutvad 
ments of these little communities? If it is good 
business to eliminate the competition and the duplication 
of service by the consolidation of the railway systems, 
then it is good business, to usc SirHerbert Holtts own 


reasoning, to consolidate your banking systeomse 


Then he gocs on to propound exactly the same 


thing in the matter of the pulp industry, in which 


we 


he says, after pointing out that agreement was impossible ~ 


that if we could not agree, provincial governments must 
take steps to conserve Canadats matural resources and 
prevent the collapse of the vitally i eceaane newsprint 
and pulpwood industry. 

He says: 


"Probably no major industry in Canada, save railways 


decline in consumption than the Canadian newsprint 
industry, with the result that the mills.find 
themselves with productive capacity far.in excess 


of presenteday requirements. 


"The difficulties in the industry have beon 
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materially enhanced by Gxtrome a id unjustly competitive 
mothods, which have resulted in the lurdens due to lower 
consumption bearing more heavily upon somo plants than 


ts 


others. 
The vicow wkich is still expressed that high-cost 
producers should be eliminated and capital stwucturoe pared 


1 


down, can now be regarded as almost meanlngles:. In sub- 

stance, this adjustment hus already taken place and high- 

cost mills are not’ now epcrating.s In spite of drastic 

economies, the industry now faces the difficulty of cover~ 

ing its actual operating exponscs before pravision Tar 

any interest or dopreciationy In these circumstances 

a continuation of priec-cutting methods is not in tho 
ntverests of tho people of thig. country, particularly 

the workers in our woods and mills, and if the strong 

efforts that anv boing Mado to sceute co-operation, 

are not euccossful, provincial governnents mist, tnke 

steps to conserve Ganadian natural resources, and to 

prevent the coliap sc of this vitally impertant industry." 

I say, on “ir Herbert Holt's statement, made 
to the shareholders of the Koyal Bank of Ganada on 
January eth, 1955, thas you have the positive declar- 
ation not only of ths wisdom, dub of the positive 
necessity of nationallzine the 
public oreait. 

Now, ict me dome to the picture of our bank 
system, as to how it works: In Canada we have nine banks 
operating around our Mind, Our Department of Fim Gy 
and our central gold rosovvGs The penks are actually 


owned and controlled by two groups of mon, the shareholders 
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who have put up one hundred and forty four millions 
Gee snawe the directors and presidents who, associated 
with/dealers, financiers, and syndicate corporations, 
are the real administrators of the nation!s credite 

Ig is in that group where you find the real control 

of financial policy, and the real dictation of the 


distribution of the circulating purchasing powers 

media of the peoples ‘ 
Now, my lord, your nine banks move out and do 

business with the National Government. Hach one of 

thom 1s in competition with the othor; they strive 

to.do business in all of the Provinées of Canada, with 

the exception of some of your Quebec banks e They 

then do business, as far as they can in every department 

of activity in competition with one anothers TYUG, 

theré is very little competition in the rate of interest, 

but, my lord, the intensive competition comes in securing 

the deposits, because it is in the power of the bank 

to keep its deposits in line with the cheques issued 

against them, and 44 is upon thet feature that the 

solvency of the bank depends. So that you find in’ 

every little community - in the City of Vancouver - 

branch banks here and there and everywheree You say 

to yourselves, Nwhat is the purpose of these? People 

ao mot need that kind of service; people wilt go wp 

a wide street to a banking poe DORE ARS [tie 

the intensive competition to secure aeposits which 

prevents the panks from extending credit in times 

of disaster | t mean it is not mere ly a matber 


of the inconvenicncs to the banker, to save himself from 


~ 


‘Oxna 
Out 


sia F 
a ae Sa | “hy 


4 ee 54 whades | 


jug ovarl onw 


5 
ets he Pes 


aay 
wy 
fy i tadtqso, to 
. rico 
- “ | 5 . Sag 
ot ee ty. Pe ern Bed ia - Lahipte tii’ gaan Be & a 
m wi ke SP Ls Ys sobs, 2 : : Meyers, Ts a os bt: § . wba 
HS : j Ts a tes £w 
- Sy ae Paes 
x 3 
Fes, 
‘e “4 eee > 
° we ond er oe oid Ove 
‘ 
wel alae 
4 so 
te 
wars weg 
7 fe a * oh ° +5 a ; 
2 > 4 SOO LiTS 
y ae : ¥ * - 
ay . . ae wo o MN cal alias ae til Ae Mat al MPP orld 
5 ‘ . s (ee) j : 
‘ airy g HON 5 : : : 
: ; ae eo 
i ; gy ' ae hares “ 3 4 em 
‘ Pay j i M yO rs. oF me F OV ee ere? A cee et 
\ ae mt An: y oR dubs Gurde NA ade? LdLFAd & 
, 
rN ee eign nk 
etl ' oe 
hd | ee a ts aes as ae 
it ; i id 4% ! - , 
. NS 
< 2 Peso 
a ea ue = 
: Pa ee ae . i 8 
} . ‘es ? Ci? f t * } 
Ns oo ht 8 
3 Hak Re ae 
§ aaa ie fees Ok ani 
) eRe EN Se 
4 : : § epee wy sy : 
. ‘* : ae ee 
ey CSS * te Bae rane 
ae, : ne ae : re 5 
> oo’ ies . hak «: 5 
* ‘ ‘i i 
F . t 
< . i ; 
7 ine re Pi aa 
’ Pr a eae. ~~ Ly ~ ~ t 
PROTO R - Mada ED Ory r Oty y 
ae i" 
. 2 3h . . 
A Sa ; 4 
. we 
a 
ad R Oe KX Sry pp uoeiny 
‘ + Ae A te the 
fi . 
- . mh 
. for id a - : 
P . ‘ a va on : 
P : _, 
erie ey ron 1" i 
a hy a = 
. cial xe s NS con 
ry pce aoe 7 4 - ; 
’ . ae . : 7rt i é 4 whine TUE. c = eu cs 
4 : eee" I Y S54 : ; ie ber ‘OPT, 
; , : oie bak “i or & ro LSOFY, . Oc 
. nec : Les we 
” 
. Doe 
‘ * £ 
at mid 
TS - 
ae rg WIL r . 
aye iL Pes | wn L! 
‘re 
er ere ae 
2. oe 
sec . 
“ , are 
. 4 : ie pe Seat ; 
ae “ erties = a 
AY 
\J 
- / » ; 
a ‘ lal E 
r re : ‘ : ! 
‘ a, ; 
‘ J 
i “a; a + iv A 


- 580 


bankruptcy, but it does place a definite restriction 
upon the power of the bankers to issue and circulate 
an adequate volume oruercarTy: 

Now, when he trices to settle through his clearing 
house, which he has developed throughout the country, 
provided the banker can got time to kecp time and to 
expend and contract, and in some ity 3terious way coming 
to the conclusion, without headquarter's agreement 
as to how theywill put credit out when they are not going 
to, without any general machinery known. to the public 
available to assist them in that regard, you cannot help. 
but bring this machinery into disaster.. PUR esc. 
tremendously complex organization which regulates and 

circulates in the artificial bloodstream upon which 
our civilization depends,. but which Is beyond control e# 
| Then the disaster comes, and the provincial, 
municipal and individual enterprises have no check on 
the credit obligations they are going to incur abroad,. 

Quite irrespective of what we are buying from | 
France or Belgium or the United States or Great Britain, 
I have the privilege of going there and buying bonds 
whenever I want, to take advantage Jegitimately of the 
market, and I can wreck, . following that uncontrolled 
course, the political economy of my own country, and 
there is no authority in our present banking system and 
no means of controlling that situation, That is why, 
my lord, people who produced eight thousand million 
dollars of wealth in the last ten years no find themselves 
bankrupt and unable to go forward « There is no 


possible way by which you can take this crazy patchwork 
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which is the best our bankers have beon able to develop 
in the way of a monetary system, and make it worke 

What you must dog cven if you are going to carry on 

as. private bankers, managing the monetary system of 

the nation - you must enter into a partnership with 

the government and secure from government your euarantees 
against insolvency, ana those powers which are necessary 
to maintain some measure of economic control, so that 
you can absolutely control the institutions you are 
managing. 

May I just refer to a possible changes L do 
not think there was any great aifficulty in setting up 
in cooperation with the bankers a monetary system 
which will comparatively casily take care of the defects 
in ths onGe 

There Ls not a gingle feature of this banking 
system, in its values or in the technique of its 
operations which has pot “boon worked out. Instead 
of moving into the realm of spoculative fantasy, “V 
lord, this moves from {llogical gantasy and unreason 
into the realm of practical reasoning and common senses 

Bankers can operate this system, and under this 
system bankers can really perform the high and honourable 
service that banking should perform in the community y 
and in this system, bankers, economists, and skilled 
acministrators will be in charge of the politicians, 
not the politicians in charge of the cconomic servants 
of the nation, 

Yet me show you how simple ie tage . 2Ou Wave 
your mint which produces oxactly the same kind of 


money Which you use to-day, paper currency and token 
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curreney ef no intrinsic valuc, paper currency and 

metal curreney af po intrinsic valuo. ft also takes 
care of your gaid bullion reservese Upon what thoory 
will the government,” which can buy silver worth 16 cents 
and mint it into a coin worth one hundred cents, borrow 
paper currency on credit from a private monopoly? 

Let me put it to you as a plain propositions: 
if you were financing your own business and you had 
powers to issue credit or monoy of your ow, would you 
ever dream of borrowing any from anybody else at interest? 
Of course you would not. if that is sound and sane 

end practical for a private individual,’ governments 

which are made of nothing more than the multiple interests 
of a number of individuals, must be governed by the same 
reasone, 

Upon what thoory of law,. rule of economy, or 
upon what principle of justice or common sense, . will 
yousay to a government which has the power to create 
money on its own eredit, that it shall borrow credit 
at interest from a private monopoly, and go bankrupt 
in the process of doing it, ruining your taxpayers and 
precipitating starvation? Upon what theory of plain 
reason? Can any banker answer that? They used to say 
st was “because 3; it was a high prico to pay put admitted- 
ly it was not too much to pay for the scientific management 
that bankers would supply the monetary system with." 

Now that that management has collapsed, now that 
we know we cannot depond on banker management, whatodher 


answer is there? None There is no alternative, 


my Lord, but to endeavour to escape the appalling 
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extravagance of borrowing bank eredit for the purpose 

of va ERD government than to adopt in peace times 

the practice, the technique of wiich was perfected in 
ar timos. If we can produco ono fiillion four hundred 

million dollars of bank crodit out of a bookkccping 

systom to prosacutn tho war, thon we can use national 

eredit issued without intcrest to maintain our pcople 

in the business and prosperity that thiir intelliscence 

entitles them to cnjoye 


Your national mint supplies them with this money 


and this credit. Your national bank will supply 
your national governmental necds, and the credit is being 


used, as Lincoln said, whe os it is a sound as the 
government of the poopie, 
In 4 counter lik: Cannads yourmust, set. up 


provincial sub-banks which will supply provincial govern- 


nt and your local govermmont with the eredit they need. 


5 
O 


Now, my lord, what docs this mean? tt moans 


that in a city like Vancouver we would not be without 


io 


mQ 


a city hall; it moans our schools and playgrounds for 
our children would »e in a much botter condition than 
they arc to-day; it means thav our pensions to veyerans 


and our superannuation allowances and old-age pensions 


’ 


will bo paid on a higher sealec. It moans that the 
services, such as health and education, would bo 

es 2 . ae 
recognized as the jogns of emancipating peoplo, nov 


only from illitracy, put from ignorance. We would 


{ eae (re dain ce 4 4 opt ah ae ZOU 
look forward to ostablisorns onligntenment as means 


of maintaining ord3r in an age of plenty; men of 


E f noi aC 0 Let 
responsibility, because of thoir natures, can be safoly 
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entrusted = with what? An abundance of this world's 
goodse We do not fear to allow cducated men, men of 
cultural understanding, to possess wealth; if we educate 
the mass of the people we do notneced to fear that they 
will destroy themselves by indulgence in abundance. 
My banker friends will sayy "Oh yes, my dear siry that 
is all so lovely, but they would demand so much for 
_ schools and roads and everything else, that you would be 
so much consumed by credit in the purchasing power's 
stream, that nobody elsets money would be worth anything." 
Zs that a difficulty which cannot be overdome? I think 
you can overcome that difficulty with ease, because while 
we perfected the technique of issuing eredit for a money 
system, we have also perfected the technique of taxese 
In this country we can take everything a man 

has for taxes, and we have done it with a great many 
“people. If wo applied a Department of taxation and 
eco-related it with the national banking power to issue, 
what taxes would you use? We would use the probate 
and succession duties; we would use the income tax 

and the excess profit tax. Do we know how to use them in 
Canada? Fairly well, sire We would use the license 
and excise tax to aid in the control and protection 

of all of us, and then comes that great and fearful 
problem for people well-to-do, working continually at. 
wages might start 40 savo, and by becoming so Wold, off, 
nobody would do any work any morCe You have a very 
delicate and beautiful instrument in the form of the genera. 
gales tax, which you can erpact 4n one per cent. or ecy 


per cente, and you can crack the volume of your credit 
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purchasing powcr down without going through the disastrous 
longth with the out-worn programme of banker managers 
raising the ratos of interest and withdrawing ercdit 
inflation, 

If you want to cmancipate humanity from poverty 
you can set up a banking organization co-related with 
the power of taxation, and you can keep your purchasing 
power at any level you want to; if you want to have 
a two thousand million dollar level, as you have had, 
you can keep it, if you wnt to raisu the standard of 
Living of one people of Ganada to a ten thousand million 
dollar standard, you can do that, but to argue in this 
enlightened civilization that men who can regulate 
electricity, who can protcot humanity from pestilential 
disease through the scicnes uf medicine and our sewage 
systom and waterworks, cannot manage a mcdium of exchange 
to gnancipate civiliz ation from power, is to argue 
that a man who can run cannot walk. In. this 
crowded world, if we are courageous enough to destroy 
the monetary usury which our banker fricnds 
have adopted, and which has brought this civilization 
to ruin, we must sct up these economic controls which 
are necessary» What arc they? in ex cage ref; plenty, 
when production can always produce tc depression of 
slut if uncontrolled, then 16 is) a species of social 
treason not to recognize that the volume of production 
should be kept within the limitations of practical con- 
sumption, and whon a sovernmamt sets up such a measure, 


it is doing coxactly the samc thing 1t does when it 
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establishos the traffic signals in tho traffic department 
of the conmunity; it assures the greatest good for the 
ercatest numbore 

Your economics control your taxation, and your 
power to issue givo you control of your domestic finance, 
and then comes thit problom which is always the aa aviie 
mare to British cconomists and British § tatesmoen and 


British bankers, what about your intcmational buying 


power? Ina closed systom, if you lived all by yourself 


and had no intornational trado, "Yes," says the Macmillan 
Committcets report, "what would you say is a practical 
and feasible possibility?" Aman cannot do thats 
ne comroy Live in a world where international trade 
plays an important factor, and, to continue with tho 
report, "I do not hesitato to recognize that our nation, 
our domestic trade, and our international trade are 
interdependont in no small degree ." 

How then can we maintain our international trade? 
Woe mast do this; wo must sot up an international clearing- 
house wherein the Department of International Trade 
stops Canadians from buying abroad more than they aro 
selling, and when I say "buying" I wish to include 
tourist traffic and borrowing ercdit, as well as buying 
ZOOS « 

Now, we know from actual oxpericnee that if we 
do not set up that measure of control, what has happened 
in the past can happen in the future, and we can wake 
ie cvon though we straighten out our difficultios 
and get cleared away for the moment, - although I do not 


soo how in the world we can do it - but you wake 
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up ogain with our unfavourable balance o of three billion 
two hundred and fifty million dollars, putting us in 
pondage to the foreign Lands. 

We cannot afford now that wo are 4 sole covering 
bation, ‘and a member of the Commonwealth of Nations, . 
and a mombor of tho British Empiro, to so conduct our 
affairs that wo are in bondage to anybodye.. Our 
responsibility is too great, and how can we by such a 
course, onsure econoniic independence in the Dominion - 
of Canada, and we can free the grain man,.the miners,. 
tho lumbermen and everybody elsc by tho predatatious 
activities of your international orodit-dealing 
rackcteorse I am not condemning them all in that way,. 
put you know something of the Balkan gang and you know 
something of these other gangs which have operated in vio- 
lation of the Orthodox bankers activities, which are 
rackcteers even in the eyes of the international banker,, 


and have exercised an influence and affected the value 


of international money in the foreign exchange markets e 


(Page 595 follows) 
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Now, there is one other point that I think I would 
like to make cloar, that in this system I do not see how 
we can ever separate unemployment rclief from national 
eredit by giving employment to men in domestic services 
with national money. Just assume that we get to the 
point whore wo use national money and then have a balm c- 
ed. government wherein mon engaged in producing from our 
forcsts, our agricultural lands end our fisheries product: 
that must be sold, in the main, in world markets at a 
price which is far below that of the domestic standard 
of those supporting thoir domestic eredit. But t hat 
again is not a problew that is insurmountable if you want 
to set that systun up. Let me say that you can give the 
farmor of Canada a dollar or a dollar and a half per 
bushel for wheat on Canadian credit. If the Government 6 
France can give tho Freneh farmer $1.55 per bushel for 
wheat you can here, anc make no mistake about it your 
French Government will pay your French farmer in francs 
issued by the authority of the National Government, by 
the Bank of France which is ™ international institdi on. 
They are doing chat in trance to-day. How olsé are you 
oie to compete with Kussia? How are you going to main- 
tain a daceent standard of living for the Canadian people 
if you do not balance your standard not only of the 
domestic and international trade producer but of your 
city and jndustrial community with your farmer. And when 
you come to consider in the very limited time that you 
will have at your disposal a monetary structure that will 
carry the people of Canade for the next thousand years 


possibly or more, 1 beseech you to take the time to 
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considor the necossity of protecting the standard of 
livirg in the agricultural community as well as in the 
eity offices end the banks. That system does not mean 
the nationalization of FAINANCC » 

By sastablishing © national bakking system 
empowercd to issuc nabional money and credit as the 
purchasing power of government » whosé management is 
responsible to nation and people, this great objective 
can be achieved:~ The outstanding governmental extrava- 
gance thatis the real cause of most of our trouble, 
the disastrous cost of financing government by borrow- 
ing bank credit 2% interest repayable in money, can be 
eliminated. | 

I want to say, my lord, that your merchant bank 
can perform a ll the functions of legitimate panking- 

You can with your own capital set up your morchant banks, 
taking deposits sn the ordinary stream of trade. The 
thing you cannot do as bankers is to issue your own 
eredit as & substitute for money purchasing power and 
create pankirg purchasing power by printing paper 
currency « 

The nationel ization of public finance does not mean 
the nationalization of private finance. ‘This system 
does not mean that mismanagement by private enterprise 
of public finance must be followed by public management 
of private finance. But it does mem that public 
management of public Finance must come into being. And 
it will come, gentlemen, pecause it .° right. f believe, 


with .Lincoln, "that right will always prevail over might" 
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ond “that a house divided against itself cannot stand"s 
and that you cannot build a civilization where one group 
arc allowed to plunder the other by the use of public 
credit. You are bound to end in disaster, and because of 
thoso truths this plain efficacious system will permit 
the British Empire to go on leading the world. 

We have a right with the possession of the resources 
that wo own to look to leadership. Woe are no less courag- 
cous than our forefathers. Our opportunities are infinit- 
cly greater than their's ever wore. Are we going to 
stand idly by anc do nothing because 4 private monopoly 
wants to maintain the present system and continue the 
evils of usury? If we try to do that what penalty should 
be pay? Well, we are going to go into / Walley and there 
will be weeping and wailing and enashing of teeth if we 
do not change our ways on that. And we should think of 
our children, if not ourselves, by undertaking to avoid 
such a calamity. This system can achieve this objective. 
Yes, I agree with Sir Robert Peel, that we want less cost 
of government; but we want government spending power and 
thefurchasing power of the people both increased. 

Just name me one single service that you have in 
Alberta or British Columbia or in the whole Dominion of 
Canada that is above our standard or above the standard 
of our socialism. Are our hospitals too good, or are our 
orphans! homes too good? Are pensions to mothers too 
much? Are our roads elaborately constructed. ' Take our 
present-day standard, why we are living Shili Lise 
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of the ancient truth that was clearly defined when the 
money changers were driven from the Temple which they 
profaned. Economically it is based upon the following 
definitely established postulates:- 
The medium of exchange, whether it be money or credit 
or both, is the creature of law. 
The creation, issue and management of the circulat- 
tion of the purchasing power medium of exchange, whether 
4% consists of money of intrinsic value, token 
currency or credit transferred by cheque, are supreme 
perogative rights which constitute the most conspicuo 
responsibilities of government , and the right to 
eroate and issue money forms 4& valuable part of the 
public domaine 
My lord, as a member of the British Judiciary, may 
L appeal to you to write a report that will restore to th 
Government of British Columbia their right to issue thei 
own purchasing powers 
The delegation of the right 40 create and issue 
bankers! notes as money or bank credit as a substitut 
for money violates every sound theory of responsible 
government, because it transfers from the state to 
private interests the wealth of the nation that accr 
when money purchasing power? 4sfirst put into circuls 
tion. That profit pelenes to the government as 
trustee for the people. Under the existing system tr: 
banker actually secures, with the sanction of govern™ 
mont, the same profit that 4 counterfeiter secures 


when he sucoseds in eireulating spurious moneys 
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That is exactly what you dQ. You put a man in - jeu. 
$f he issues spurious money because you say that that 
money issue belongs to b ne state; and rightly sO. But 
then you have nationalized your money system and then you 
completely milify that by granting the bankers the right 
to issue a eredit substitute for money, for credit is now 
the medium of exchange. What compensation does the State 
get for that? It has got no compensation, my lord, but 
when you allow 4 panker to exercise & power such as that 
how could you escape pankruptcy.. My Hozd, lyouscen well 
afford to t ake much time to ponder over those things: - 

The delegation of the management of the circulation 
of the purchasing power medium of exchange of the 
people to a profit seeking private money system 
conflicts with the lews and rules of sane economy 
pecause it vests in usurers the privilege of con= 
trolling for their own gain the "“oconomic blood- 
atream"” upon which national stability end social 
progress depend, and which carries with it the right 
to prefer a minority at the expense of the general 
standard of living and wii Jpeing of the majority. 
sftence is golden. Never apologize, ever explain. 
May I direct your attention to the Lord's snterpretation 
of that. You wtly find it-an the third passage of John. 

By establishing a national banking system, the use 
of national money and credit as tho purchasing power of 
government and a regulatory control over the production 
and distribution of wealth, we aim to ostablish 4 God- 


guided and truly Christian democracy that will take its 


a 
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ingpiration from the truths of tho Old Testament as they 
are presented by the toachings of the Carpenter of 
Nazareth. Under the changes proposed, government can 
provide the means of creating a life of greater abundance 
by hearkening to tho ancient truth that taught men ak sXe) 
yse and replenish the oarth!s resources" intthe service 
of and for the penefit of all mankin.. 

Now, in this proad programme of economic change, 

I speak for a large section of the community that have 
all gone bankrupt. The men that think as T'do, and), they 
mean to have their ideas put into effect, not only in 
the Dominion of Canadé oVb tn every civilized portion of 
the world - are couregoously trying to meet the needs 

of the twentieth century. 

During a period of economic stress such as we are 
passing through it is well to remember, my lord, that the 
inspired thought of inyuntive genius has moved the wheels 
of civilization forward ever since the beginning of 
ergation. The onward march may pause at times and seem 
almost to stop, but only 2.02. 2 moment and it is on the way 
ocr Just as woe seem to near the ond and to have 
exhausted all p gsibilitios of furthos adysncemait, we 
find ourselves suddcnly in the dawn of another era of 
glorious development that {illuminates the universe with 
possibilities of achiovements As fast as we come to the 
understanding of one. thiag,, Just so, 800M aro we broadened 
to appreciate and grasp another. Our opportunity to 
advance is in our ability to control the power to credit 


as a means of putting men to work distributing wealth 
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in the creating of cultural progross. Ago after ago 
thus adds its quota of achievement to the glories of the 
past. 

We are not at tho ond of civilization; we are just 
at the beginning. We havo only been flying around the 
world in less than a week, for just a few days now. 

If the recommendations irs have made to you are 
endorsed and put into practice by the Dominion of 
Ganada the conquest of poverty will bo recognized as 
one of the achievements of our day aid generation. It 
will mark m cpochal step in the progress of civiliza- 
tion which has already achieved the conquest of starvat- 
ion and pestibntial diseases, Andj my lord, under this 
system that insurrmountable probien of putting me} to 
work, destroying others in innboti Al ways that come from 
unemployment, becomes a matter of practical demonstra- 
tion. You say you cannot trust public men to manage it, 
men appointed by the government. Let me say one word 
on management: the administration of our justice; the 
collection of our revenues by public officials; the 
administration of the Board of Railway Commissioners; 
tho administration of our Health Department; the main- 
tenance of order are all conducted by mm who, if they 
act unintelligently or dishonestly would disrupt our whole 
system. Can we as Canadians, along with Britishers, say 
with the greatest degree of satisfaction, that our public 
men once given a task and a responsibility to perform 
in the service of the people and the State have risen 


above the corrupt power of political influence and above 
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the corrupt power of self-gaine Why must wc assume that 
we cannot manage eredit by publicly appointed men. We 
havo no right to assume any such thing. In any event we 
have no right to be in stagnation and starvation until we 
have tried that system. 

Reginald McKenna has definitcly and positively de- 
clared thet wea Mee a ercait succcess*ully during the war 
and that we can manage it to-day, and that no one should 
have the right to say that woe cannot until we have at least 
tried and failed. 

I venture to gov that Roosevelt's programme will 
fail in tho United States if 16 goes on as it is at 
presont adopted. He em not mako that system work unless 
he takes control over public finance and takespare of the 
State and studies tho situation in much the same way that 
I propose heres 

If we in Canada are prepared to take the Je ad, no 
doubt the other nations of the British Empire will follow. 
Wo can establish some measure of ronal cooperatian between 
the United States of Amorica and form a league of English 
speaking people that can lead it along the way of 
Christian progress that can alone establish "Peace upon 
earth, goodwill towards mon", 

We should not forget that in the British Empire of 
same 500,000,000 people thore arc only 70,000,000 of 
British extraction. Wo have played a great part in leading 
a world of 200,000 million fuman souls, and if we want 
to inaugurate any reforms necessary to the progress of 


tho future tho opportunity is now our's. And, my lord, 
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the resemmondaticns f.ex it aro to bo found, if not in the 
main body of tho Maemilian report thon in one or other of 
the views of the members ot that Go mmittege 

Under the changes preposed by this platform, 4 real 
moasure of occonomie indopondence free from the depredat~ 
sons of the international money changers can be secured. 

The medium of exchange will cease to be an instrument 
of appropriation and will bocome an instrument of dis- 
tribution. 

Confiscatory and burdensome taxation will be succeed- 
ed by the imposition of taxes only for the purpose of 
regulating the girculation of buying power. Taxes, tariffs 
and gold are relics, my lord, of the barbarous illiterate 
past. They hold no place in ™ educated civilization 

Trade will be free from war waged in trickery and 
deceit end can be conducted upon a basis of fair exchange. 
International trade can increase without developing wars 
of tariffs or otherwise. 

} Unemployment and tho less of consumers! buying power 
can be eliminated by tho promotion of all manner of public 
works md social services, There is more work to do and 
greater opportunities for progress to-day than there ever 
were before. 

Progressive prosperity freo fromthe disruption of 
the trade and credit ¢yclo can be maintained, The evils 
of inflation and deflation can be avoided. 

Education, health and adequate yvnsions for veterans, 
mothers, end those who attain the age of retiremert , and 


all other social services gan be generously provided. 
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Why should we deny a pensioner something with which to 
buy food and shoes and clothes and shelter? Why cannot 
we set up a docont standard for the mon and women who, 
through toil and labour; have carned the right to a ove” 
tide of life and comfort and conbentmait? would that be 
a @hristian thing to do? It is not practical in the cl¢ 
profit-seeking economy of the banker because he places 
profits md bookkeeping entries above the right of man's— 
peace and comfort. But Christianity does not, and human 3 
should nat. | 

Governments can finance the pursuit of wisdom, 
culture and contentment, progress and prosperity, withou! 
ruining the property holder or bankrupting prosperity. 

A balm ced economy can be developed and the stendai 
of living of those engaged in domestic and foreign trade 
and of those workirg in city and farming communities in 
proper relation. | 

We have met in this broad programme that we are 
suggesting to you the practical needs of the twentieth 
century, a programme that offers definite measures of 
permanent relief and aims to achieve the final solution 
of the economic problems that have brought about the 
existing disaster. Who do we hurt, who do we destroy? 

We destroy the right of an unrighteous monopoly to 
bankrupt civilization, end wsury , and that is all we 
destroy; we we establish the right to peace 

Now, my lord, in your opening remarks you said peop 
expect too much of commissions, and they e xpect. more thar 


they could get from them, even though they assume that we 
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are divinely inspired, which we are not. In all my 

studies, nnd my studics have bom sincere, honest 

and unselfish, I have found nothing more beautiful or more 
clarifying than tne) Slosben that Christ died when he drove 
the money changers from tho: Temple. To me, that epoch is 
one of the finest passages in history and to me it changed 
Christ from an ee pale Christ into a powerful man. He 
saw the publicani standing between the government and the 
people of Rone and tHe sovernment destroy the wealth of 
the people: he saw anothor brané¢h of “he publicani = the 
money changers - standing between the people and the govern- 
ment,and the Temple corrupt, md plundering the people. 

The intermediary condition whitch existed in the publicani 
and the money changers of 1900 years ago is identical with 
that which cxists betweon tho government and the people and 
ou profit-making systom., Christ knew that when he went 
into that temple to upsot and to chase the money changers 
from the temple ho would be crucified for his pains,» 
His every action there proves for any man who uses logic as 
his guide that there was his Divinity. And then, my lord, 
what happened? The monoy changers went to work and did what 
They went nn the priests and induced them $0 speak with 
Herod to induce Pontius Pilot to give the decree of 
crucifiction. Here Christ by upsetting the money changers 
in the Temple not only pointed out to mon the danger of 
usuary and the danger of profit-seoking individuals standing 
as intermediaries betweon the government and the people 


but he deliberately planned that they should all place their 


- 607 - 


guilty conduct upon his head, and in that master stroke 
he give to us the one cconomic lesson that wo can follow, 
the lesson that Christianity pees ng. Ee ae that will 
lead us ire. peace an d plenty» That ead he: sabias Coe 
to you, my lord, because you seem to say that you are not 
conscious of any Divino inspiration. Let me say to you, 
if you will read the first chapter of the Book of Isaiah 
you will find a doscription of conditions devote that might 
bo helpful. My own wish is, and my own prayer to you, sir, 
ig that beforo you do leave the Dominion of Canada you will 
be bless ed with that Divine assistance with which you canno. 
Pad. and without which you cannot succced, — 
THE CHAIRMAN: Thank you, Mr. MoGeor, | 
MR. McGEER: I an very sorry that I took so long, 
my lord. 
THE CHATRMAN Well, you had a good deal to say, 
Mr. MceGcore 
We shail stand adjourned till a quarter past three 


and those who wish to address us then will be heard. 


The Commission adjourned at 2:15 p.m. to resume at 
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THE CHAR MAN: I understand that wo have a 
delegation of farmers who have responded to our 
Invitation to assist us,..nd that Mr. Burrows and Mr. 
Ford are present here this afternoon,-and will speak 
in their interests Will either Mrs: Burrows or Mre. 
Ford come forward? 

MR. FORD: Yos, my Lorde. 

EHE CHAIRMAN: Wii you please come forward,. 
Mr. Ford? I think you will find it setter to speak 
from the table, if you Will be good cnoughe: Where is 
your farm? . 

MRe° FORD: Pitt Meadow,. British Columbia.- 

HONeMR. BROWNLEE: In the Fraser Valley? 

MR. FORD: Yes, about twenty-five miles up the 
Ce P,Re main linee 

this is rather an embarrassing position for a 
farmer to be in, who is inexperienced in giving infor- 
mation before a Commission like thise if a. had -had . 
the opportunity of being here and listening to others, 
and enabled to profit by what they might have done, 

I might have done bettcre | 

Another disadvantage I am up against is this; 
I did not know of this meeting until last night about 
ton otclock, when I was notified over the telephone 
and asked to comes I believe I am about the same 
as the average farmer to-day e I get up at six ofclock 
in the morning, and I do not get to bed until ten or 
eleven ofclock at night, and I am so dead tired when 
night comes that I cannot think of going out to a meeting, 


and am scarcely able to sit down and read the papcre 
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Most of the farmers are the same, milking the cows 
until sbout eight or nine o'fclock at night, Is it 

any wonder a farmer cannot become organized? He is 
different from the City man, who quifa als work at 

five o'clock, and goes home and has his dinner and for 
about seven cents he can go toa meeting, but us poor 
fellows has had to starve. I eae had a lot of experience 
for a common man like mee Years ago I was in the 
logging business and lumbering and real estate, and had 
quite a great deal of experbence in mercantile lines 
before I went to farming, but now for nearly twenty 
years I have been making my gine on the fam. 

Now, from a farmer's standpoint I have not a very 
good opinion of bankse My opinion has been that when 
times are good farmers can borrow all the money they 
want from the loan companics, the trust donrenips, or 
private individuals - they will come out and shove the 
money on you. 


In 1929 a bank manager - I will not mention his 
name - came to my place and looked orops | Now, 
I have a pretty nice place if I do say so : large buildings 
and soforth, and he said "I see you have over one hundred 
tons of hays I know you cannot sell it." He said, 
"we have lots of customers who have a great deal of hay 
which they cannot sell. You have acres and acros of 
fine pastureée What is the matter? You need stock 
on here to feed this hay and grass U0, and to get some 
fortilizer to keep on farming it." I said. "Yes, I know, 
but it takes money to get these things, and I have been 


putting all my money into my place." Ho said, "Borrow 


it". LI said, "The banks do not loan monoy to farmers: | 
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He said, "Oh yes they do now; a short timo a70 we did 
not, but we do loan money now to farmers; how much 

would you like to borrow, "ond I said, Oh, about fiftcen 
hundred dollars", and he said, "Fifteen hundred dollars 
would not do it - would not do you much goods you want 
five thousand dollars". Well, he argued with me and 
tried to show me where I could make | very good investment 
by borrowing five thousand dollars, and to cut a long 
story short I borrowed three thousand dollars. 

Then the slump came in 1929, but fortunately 
I had some good secdy and I paid the bank up in full. 
‘Waen fall camo I had another large crop and I had to 
borrow another couple of thousand dollars to carry m6 
through and pay my taxeSe NOW, they have been after 
me over sincee I have it reduced dow to about seven 
hundred dollars now at seven por cont, Now, that is 
the trouble with the farmers. He gets so tired he 
cannot think; he should stay at homo. 

Well, another disadvantage of the farmer is that 
he cannot get anything for what he has to sell. I wont 
to sell seventy-two head of sheep and lambs here about 
a aneeie azO~ IL called yp the TiveStock Exchange and they 
advisod me to sell, and the quicker the better. 

They said they expected prices to drope T said "What are 
jambs worth?" and they tola me seven cents for spring 
Lamb e A few years ago We would have got 18 or «0 cents + 
Tt asked them what ewes were worth, and thoy told me 

from six to six and aneshalt sone 1 Goue waert 4 send 
down their truck on Monday morninge This was on Saturday 


night. The trucia pame down Oll Monday and took the sheep, 
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I got there with the sheep at ten o'clock, and I saw 

a group of gentlemen standing thero aos I passed by, 

and another man asked me if I know who those follows 
wore over there and I told him Noy He said, "That is 
P, Burns, and S wift and the Pacifie Meaty and the rest 
of the meat companies, and they aro sotting the price; 
every Monday morning at ten o'clock they come over and 
set the prtce of sheop and cattle, ox whatever you have 
to selly There was a gontlemeanm from Coloma who had 

a carload of two hundred or more head of lambs. About 
an hour later I found the price had dropped from nine 
cents to seven conts, and ewes from six cents to three 
cents. 8 oT had lost throes dollars on every hundred 
pounds of cwes over Sunday - the price wassix econts and 
six and one-half cents on the Saturdaybofore. I lost 
#2.00 on every one hundred pounds of lambe Now, 

the mcat companies paid far more in the winter than they 
are paying now; when cattle and sheep start gotting fat 
down goes the price, but up goes meat. Before this 
one could set a good round steak for ton or twelve cents 
g pound, and now it is going up, and IT am paying about 
: 17 conts for round stcake I felt quite good then, 
thinking times were going to get better and the farmers 
would be better offe Imagine my surprise to find 
that ret the farmer has to scll is only worth about 
half of what it wis. It is going down all the time. 
That was the differcnes in te cost between what thoy 
are paying the farmers and tne selling price - about 


400 per cent. difference How in the world can a farmer 
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live when he ig up against a trust Like that? Vell, 
gentlemen, I wowid take off my hat before any body of 
men, a hold-yp man, @ highway man, a bank rebbert, oF 
a train robber, ama call hit a gentleman ceayered to 
those men, vbecauge these men rob unéeT the guise of 
the lawe The tank Pobhere ané the thief and the 
hold-up man hag te have more or less c courage; he takes 
hig life in hie own hands when he goes out, but theee 
fine gentlemen ride areuné in their fine cars, and 
are highly honored in the community, while the highway 
men gat sent dom. All the highway nen get ia whet 
ip on your pergon which does not hur& you very much 
aga rule, out these othey ergnnizations ere taking 
a mants farm, the roeft from over hig head and that 
ef his family, am feed fron the meuths of his wife 
and children. 
We are starving te death to-day all over this country. 
People are dying rapidly. They do not give the credit 
for that to starvation am worry, mat a large per- 
eeantage of it is due to that, and it ta increasing all 
thea time, 

Yow, with regard to bank leans. In 1931, that 
is, a year ago laat Deeembey I had came taxes coming 
due. J was kehing on come pRrope rty I had and I only 
had a eouphe of weeks to re@een it from being lest 
through, taxation, and it reverting to the government. 
Thege, were for dyke taxes. i had in a certain bank 
sever, or elg@at Ruadred dollars on deposit, and when 
my potato.digging time eame, and harvest-time came it 
took most of that to; pay off the harweaterc. 

I went, to my bank in Yeneouwer and the. Manager 


greeted me very pheagant hy. I said, Yow is money now?" 
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and ho said, "Pretty tight." I said, "I om owing 
about four hundred dollars in taxes and I have only 
three hundred dollars to pay it with, and I want to 
borrow one hundred dollarse" He told me he was sorry 
but they were not koaning any money then. — I told 
him I would give him all kinds of security, put he 
said he was sorry they were not loaning moneye I said, 
"T nave a Farm of sixty acres with a new house on it 
mostly all cleared with fine alluvial soil, on the 
river bank; no better land in the Banhart clear of 
all encumbrance except this little taxatione I will 
give you that." He said, "No, we are not loaning ag 
itt, I said, “Well now, I will tell you; I have another 
twenty acres just a Mile from my place that is all clear 
of encumbrance, and I will put chat in, under indefeasible 
title, assessed at fiftecn hundred dollars", but he 
said, "We are not loaning sny money." I said, "I will 
tell yous; 1 have another ten acres on the Woolidge Roady 
you can ride by that on the way to the city, it is fine 
alluvial soil and 3s clear of all encumbrance except 
for this taxatione Tt is werth ten or twelve thousand 
dollars at least, I will give you. that tooe" He said, 
ino", I said, "I have only to the first of the year 
40 pay this or it wbll revert to the Government; do 
you mean to say that you will see me lose this 
property for the sake of 4 measly hundred dollars?". 
He said “Yes, we are not loaning any money at alle" 

Now, in regard to municipal loans: people in 
my municipality happened to Baye confidence in mo, and 
they seemed to think I had good judgment - wnether I 


had or not, and they put me on the School Board, and they 
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had me on there for four years, and thm they put me 
im aS councillor; and then a couple of yoars ago they 
put me in as reeve, and then I guess I dia not suit 
them too badly, and they put me in as vrceve acain Last 
terme 

We are paying seven per sents intorest - our 
municipality; we have people there who are Willing to 
work and want to work, just the same as all over the 
country, but they cannot gct work. I have even had 
my life threatened if I did not give them gpoceries and 
S£Aod to: enc, We have had to do the best we ¢an and 
have been helping them out go far. 

The condition we are in now forms the greatest 
crime school in the history of the world. It is making 
criminals out of our young girls and young men of all 
classese 

Now we farmers are a long-suffering class of people; 
the average farmer does not want to fight; he does 
not like ware He is a peaceable animal, as long as he 
gets enough to eat and some rags to cover hin, he is 
well satisfieds But when it comés down to losing his 
home : well, you talk about Sochelism and takinz tho 
homes from the people; under the present system we 
are losing our homes, ‘They will revertto the government, 
and when that happens, I do not care how peacegal a man 
ie When you take the roof from over his head and from 
over the heads of his wife and childron, and throw him 
out ‘ that man will "see rea"; 

A lot of people are worrying a lot about 6ommunists. 
well, the Communists are not a class for you to be afraid 


ofe The class the Goverment wants to be afraid of is 
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the business mh the lawyer, & he doctor, the farmer; 
hundreds oF Lawyers and doctors, I understand, are 

in the bread line in Vancouvere © Take a class like bunts 
they will not stand this forever, but unfortunately 

they cannot see the handwriting on tho wall; they 

are blind like yobudadnezz er; they will seo it when 

it is too late. | 

I wag talking to a man in the Hotel Vencouver 
just a few ninutes AZO He is a good Conservativoe 
I helped to elect Bennett myself; - I do not know whether 
I should boast of it or not - but we were talking about 
Woodsworth speaking here on sunday, and when this man 
found that I was the Reeve of Pitt Meadow, he was not 
afraid to speak. He said, "My friend, I will vote C.0.. 
myself; you will be surprised at bhe people who will 
go O.C.Fe3 my banker does not know it; he tried to pump 
me the other day to find out how I felt, but I did not 
lot him know, neither do I let the other business men 
know." ; . 

Now, gentlemen, I do not want to encreach upon 
your time as there are lots of other speakers and now 
sol know the fecling of the farmerse When it comes 
to taking the roof from over my head, that does not 
teach me to love the Government 5 these times are not 
breeding any loyalty toward the Canadian flage Our 
Government have for years end years preached getting a, 
Farm Loan Board to help the farmer, but what did Suey 
do? In good times, in 1928 and 1929 and 1950, they 
startod tosninge I was one of the poor victims mysolt. 


Now when times get s@ a man cannot got.his own Liwing” 
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they swoo) down to take my farm away from mo. They 
had mo in the appoal court at Victoria. I wont over 
and Fought the case, and fortunately I had a nice 
decent judge,and I won ib. 

THE CHAIRMAN: Thank you. There were one 
or two other gentlemen who wished to speak. Is Mre Hawards 
here? We will be particularly grateful if he can tell 
us about his special relationship with banking. That 
is the subject in which we are especirlly interested. 

MR. EDWARDS: I was asked to find a number of 
farmers as witness es to-day, and I endeavoured to got 
4 group of farmers to dome down from Chilliwack, 
possibly the most fertile district of the Fraser Valleys. 
The time was short, and I did not know of it until the 
middle of yesterday afternocr when TI was called on, ‘Pron 
the hay ficlds. I-did the best I could, and I think 
when you hear from Mr. Burrows and Mr. Thompson, you 
will agree that I did not waste any time. 

I also endeavoured to get another witness, 
the Reeve of Chilliwack. I wish he had come, because 
he is a returned soldier, the same as I am, and avery 
sepableoman, who had an unfortunate experience with 
our bank. 

In my own personal relationship with the banks, 
I have nothing to complain of. Since I first came 
to Canada some twenty-five years ago I found the 
Canadian banks very efficient and very courteouse 
I am sure insofar as your findings are rotroactive, they 
will probably be along the samo lines. However, they 


have to bo constructivee 
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I will mention oo or two things not in a spirit 
of i111 will towards the banks, Woe must find improvements, 
but we cannot do that by trying to destroy everything 
which exists to-day. The point I wanted the Reeve 
of Chilliwack is thisgy However, he slipped out of it 
in this ways Ho was afraid to come before you expert 
gentlomon, who might start to cross quostion him and 
ask him for dites and precise figures, and "take him for 
o ride". Ho was told that the Union of the British 
Columbia ounioipalities was going to present their case 
to you, and the ground he would cever would be duplicated 
by that presentation. 

Ido not take the view that the Union of British 
Columbia municipalitics covers all the municipalities 
in British Columbia. Some of them have a different slant 
on this matter than others. 

in Chilliwack they collect their taxes around the 
first ofNovember. of course, they have to pay wages 
throughout the year, and carly in the year they go to 
the bank to negotiate their loans. Por years Chilliwack 
has been one of the best municipalities in Canada with 
rogard to the collection dtaxes. I believo it is true 
that our porcentage of tax collection itl OL We. 8 
the highest in Canada, thorcfore, it is not a hard-luck 
ArCQe 

That same year in Januery they went to the bank, 
or as soon as the new Council Was aera ees applied 
for the usual daan, which, in round figures was ninety 
thousand dollars. The bank had beon making this loan 


for some times Finally they gave them this answer, 
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tvyour loan will he scventythousand dollars; your over~ 
draft is somowhore about twonty thousand dollars; 
out of this seventy thovsand dollars, the twonty thousand 
dollars will have to be dcducted;"in other words tho 
municipality reccived fifty thousand dollars in place 
of tho ninoty thousand dollarse To bank also insisted 
that the mitt rate should be kept up niche 

I am speaking as a director of tne producers! 
organization, and I hope I am not entirely wasting your 


time when I give © summary of the sale of milk in this 


Arche 

Tn 1917 the fammere or. this, walley organized 
to sell milk in fluid form and amufactured form, that 
is, butter, choese and condensed milk. At that time 


some soven hundred of them joincd together and in that 
first year they gold approximately one and shroo-quarter 
millions of pounds of buttor fat, and for that thoy 
“pocoived « 1ittLo ener One mi Lion dollarse Tho noxt. 
yoar they sold about two > million “pounds of buttor- fat, 
for which thoy roceived 3 Little over one and ono-half 
millions of dollars. Between those 37 dates choir 
“production nas inereased three hundred jup conte, and 

in 1931 they marketed six million pounds of butter fate 
The highest point se their receipts was in ee when 
they received two and one-half million dollars. Now 
they have follen dovm in their receipts to the 1918 
figure, and in 1952 they ruco.y vod again about one and one- 
half millions of dollars, bUeS for three hundred per conte 
more productione Viewed from a aifferent anglo, their 


average receipts for ten years were fifty-three cents 
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por pound butter f at; thelr receipts last yoar were 
28 conts por pound. This your it is glishtly highore 
To-day the rate is thirty conts. 

Herc is a point with reaard to the farmons; 
ho has a tromondous roduction in his cove, pus LeVine 
under the highost prices. Take for instance, the 
Chilliwacs Yelleye When I roturned from the war in 
3920 IT paid $250 an acre for my Lond - that is about 
fifty poundse Now, you hat + to meet scrtain interest 
chargus, and one of sho hoaviost charges is taxation. 

T wish to zxcturn to the point as to how this has affected 
the Pformnor, when the benic said to the Chilliwack 
municipality, "You can only receive 850,000". 

The butcher came into my yard - oh, by the way, 
shers is socther point I wish to bring out, which should 
geome in tho ovidenee of the municipaliticse Thoro is 
. Fiftoun por Cente ponnlty tox if tho tax is not paid 
Within thirty days. Mey taxos, we Will say, are around 


cea are ~ aan: ; oe eee Tee AG Bed 
S500, .1f £ Go not pay chose taxos within thirty dayss 


$e 


& cost mo sxbouty45.00 more That to my mind is 4 
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tates which should nuver be permitted. Tt is o regulatio 
passed by the Provineial Guvernmont, which mis ne have 
boen all right in qood tincs to force the famners who 
ad the money in tacir pouksts to pay their taxes 
pfomptly, but the result is this, that the formers who 
have not the monoy and try to vorrow it in order to 
avoid that riftescmn per conte penalty tax find themsolves 
facing | a rather serious situatione 


What Gid the penks do - and I om gspcaking as 4 


friond of the banks, and one who has received every 


a) ry 
of 


nr ne 
Way 


a te 


: Beh LAM 


a bn s) 


wrt ort ( ede Eee Os ees Su @ ahd mien 
‘sadinad QoRRt E odan adi. 
: : fae is ne Wy A ent 
sare tis) off Cr Sse s dni dato Fs ef tlt at Ag 3 
CIEE dyed. oS eb MORO Or evtohupinet Pa and ot 
ds Oamae Hx at oxfet “ veoo kay noni gtit ocd sobas 
mr Tow: one egw houude r ert syertay oawEEE RAD 
ddods ef doct - Berd we atch osoc on O6SR bow r ose 
TOURISTS ER fos soot of eras so¥ o4 9 re on fare Pests’ 
dotsoxe?. 2 DL SUEO. 1 Bi? . Wee te one’. One soptaite 
etootin esd added wort oF: satog oy a ftietos oF piety _ 
LET i Og DSAe | ead focty (ts Os ahd 
i e a 
»' 900, OFS. orice yiae Gea Sas token 
«wah odd yd to = Bes ye Oe ovis OMS at omit cae: 
twore xs te! cao paw cf fol ¢ darlog eutts ee “ LOT 
s ( e@ofdl fails tau old Be Conor fre as aS) gio 
i ton ef mes oft Ef sit Wao asaee see ries ea , 
J 
AMsOLR ath @ bah yOOR ys Ws oD yor Set an eee 
gaye: mes : so Gees ng TOR. oF r 1 oe 
; aiid : 6 ON OM Jd eSdustarods Git vee OD ai 
Une o " IOUT EO OF MOTT piuoite dota uur bots 
oVad oh. dix ciety , drontatovet ars yonl ots we POCENG . 
” met out cored of sci Gee a Sitar tha mowed 
eres bor 2 Vay, of atod we Piste FF Yoon om Baw 
omw shoms+t offi ede guise Bs tiue t ond Gad .vLiqmety . 
wt tObto gE Ph weenie + yet Ban geatout ont Yom owed 
eovioamone Det xed wifoheo deed “oy stedd ttt Fads HL ORR | 
colt wetie gudirbe romton, B polo eu n 
8 Be Soctjoge me T hae ~ oh eatigd orth 6th: tent? | ee 
Yaev. boviooer earl octw pete Beh ceca ond to Sao be ‘ 
~~ — i 
) | cs 
. 
\ es 
: ue te te 
j a ae 
ae OF A Fee ok gc ee a eee 


~« - 


~ 622 « 


consideratian gn public and private life, but when tho 
bank says tuoy will not loan you money to pay your ’ 
taxés, tho Dutcher said to me, "I have loaned out $500", 
but what docs that mean? Ic moans that he had bought. 
becf ali covor that valley at his own price. He had 
advanced the farmers $509, snd in return they had given 
him c.tticy probably at a reductud price. The butcher 
went to tc bank and got the money; no doubt about that. 
It is well known, of course, that 2 business man can 
so to a buuk and get moncye woods’ Piculty be is 
under, as you know, is that his credit must bear some 
relation - £ do not know whether the spcaker this 
morning realised that - but his credit must bear some 
relation to the securities or assets. The frmers! 
assets are usually frozen. If you gink Twenty thousand 
dollars into your farm, you cannot get any crodit on it. 
The banks are not mortgage companies, and are not very 
anxious to advance money on land; they will on stocks 
and bonds, but are not anxious in Canada to advance 
money on frm Lond. Nevertheless, hare is the position — 
of the farmer who has tied up hie money in his lande 
We put on certain improvements in the house, and the 
municipality sent me a tax claim for ten thousand 
dollars for special improvements « £ disputed that claim 
because it was fer in excess of the value of toe building, 
and it was reduced, but nevertheless it stood at six 
thousand five hundred doilars for improvemonts. 
NOW, in many cases farmers have not paid for 
their improvements. We will say thet the farmer has 
reached the place where he has a barn, and the bam 


r oa ah: ae 
inspector comes around and says, 'Yourbarn will not pass 


“hs 


‘oe 
* 


ont statin gud 4? 
oy, aq o¢ escrow SOW 
¢ COSH ta9 hensel ered I" y 


siewod bad off Sond PTO! 


Sad ef ,eoitg Mwo ate! 


rors st Di 


stovia be rere 


socotnd ost vewet 


7 t. * * 
a fYOaTe 


eres tt 
tte OFA 


+ Ng ree 
cso meer eeeicbend & Waly 
a ‘ mh we 3 

af. of wt pokT TES wits 
& 4 : 
by “ Fp 
emoe tad Jews, hp se] 


tg. boalapgn ode bale mahicng: do01,-0% 


syo gid Jackd 


EL otaving Sees seatios. sk an bterobtesco 


HAGE dose LEW yom ‘coon tod 
ipa OF Bint sano tet al .2bxnd 


SE eatnont devia ereh dade a 
yoLiay “Packt 000 fer lood . 
4088 enone? ont beonnvba 


us. 
. 
for @ a “yidedong qettece mb 
wie Pos Bets sitad edi o¢ oROW 


ewes thom ut or 


i 

> 

ie 
Ab 


A) 
: ae a 


TOD,” 6 


eYoron Toy aa mend 8 ot on 


as weal 


« “mote afer? 


ak ae 0 Az 


Fi * 
ne. 


ae f a s as e we 
4 Lee 8 wt YEE al a e ee 8 
Z < Pra =% ve é Bay as et » mie Sete _ et 
Ge wee t 
Pad * weg - es Crary aa 34. * Lay i ray hs ne ‘eh { j i aaa on 2h he hoe ff BO%,, Be aren 
Srl pd Re ee Ld) : 
: e a Psd meth 2 ela iF . noe ¢ te vs aS mat os 
x ee r 
‘igi ons wen co bo td evga. edd ak qotsolos 
nt 4 = cae . Ar 2 5 *- i 
dr sti + pe Reet TW Fr * 
eee eo is 5 ar dea 7 - : . * of ~ od 
Manan waagw?.date soy bt Hoxot TLE puss. Of 8, a8 
oe ee fo Ls, : i ee 
AR e ae er eas ‘ rs + at | fob 
beac, ae Pager? oR Y ss 8 ae Naa sn 2° SHOE aes: T Zier ad 
, ajuk ¥ ican ay . wey oP Lee 
as ' . oe ae We Nile ma a 
«. abe os: ures ae F a 4 oy Bi i ae 
cr ei 2 cat a , PG ee hs ae ry ge s it 
viov Foc‘ vity: Ome .~ho -Seqnoe os naddon Fos. oD | exon C . 
as Pat 1 einen: “ . : x 
fom Ay a my, ¢ t = 
Meee 2 LP ad a As parry 4 
3 BSN GSE ete ied eve Oia a ae SS w r ~~ sieges ute oe a ee EE ye eet 
axocae ao city. woes, vbr Sac Coon ‘wes we 9 4, , a9 7 casts 
s ae ey vee <7 
ee ‘ ua A Sage Ce Wy 
= ue To ie 5 ie Ss ok ; %4, : f 7 J af 
gon Ss t 7 BDp ead i mip iyo FOr saa. ae 'e o saad ban 
ere ce iret he a en 
Oot Mey aay et) MRE ee eee da ; ; r : 
al Mesut AU ie a! F 4 au : ce em er A ‘ eats 
No fs teod jal ag Si Ores _tat.od jery on PS ys odie ee ct ee 8 70. gortomt 
; se a re. Ts B ’ ; De aE: | 
f ee he ae ae jap a Tie Real a Peet Pee 
PS a er a . Eley 5 : y * 
.berd “etel- ath yogsoyt au Gu One ‘esd ow nouetnt ond To 
4 aor © my, : F 
; a fp és & ee We é 
X oy an , 
, ; are - - 
erit fy sepetond cy Hy BY ¢ — nt quit ye ot Be 02 fee Sacks of 
see : its, eg ie a ee: 
~~ Fad Se if PEs oe 
aercvodd wed S03 wmkeis Se Ss oa aioe - w. Lng tl ssn 
: sy a oll Pe igee des : * oe Peg ; ; 
Sra Dee Sa r A : ¢ 3 . ne te ra 
mtofe gnc Aoduaqeib,.t. . .etaemvotqm fiw toog 2 9° Rie sEiob 
5 
hE ; ’ nee ; 
ae a or nn ee: ‘ aes: a : “4, at * a raf 
7 ’ < > » te . ~ os nn 
eestint Eero dbo of” ofd lo sbooxe “ni ist. saw of RRNBOS 
a oa 
tee a * a 
— oe Nl % soe ee aa t 
~ = , “ ae ae aa Gm ~ 
: y i t¢ ra 2" Pee ‘\ Ys eee & at pO oy Bi. wv bag me ely nee oa LW. at ban 
. 3 7 Stn Be aes asi x ° Ee 
pee iaciie, (ae ne be : nae = : 
cH Oa agen f ATS te aoe hos 4 
~ Ki a ar oe Me Ory ‘4 ney iz 7 bie a a ky as «ih ) f bor Helen: eee Sachs: BEFO z 
i Rik diy! eb ae : uae aig z 
a ee, . ‘ i“ fe . 7h) ie AY 
: > : amiene & bd a ea. ga oi 
oT a ah IE Ee tre 7 ae 30 Egret sy 7 MO 23 cienin pee go a 
fee ‘ sa lan eee eres moh 
o oe ? : eer a wf 
<~ ae Se Ye ade dla ape IE ar 63d reecbcserene gs ye a: odd 
ahi : Pia! ~ ’ » 
Sasa ay ners + bi sf 
me’ He fee aed 2 ene ost ovenw ogekt Wad vafOBOe 
oa Z ' 
‘ oy ae i of oe fe ED , por: ; 
eeng For s.7 UW ALOGIeO. .,ayes ag ie ato ey A » meagan 
a a 7 2 
S 35 : i , ; “s . - é 
; phan ao 
* oe a xt 4 
a a rere ore i ¥ ; 
ite ie a ee 
- ate ie * is ‘ . ye + Ld 2 , 5 aye i 4 gy r 
ice ’ 
=i a Fy oe CS gene 
ets ge?) ee Ae a a We ; 
* us z EE es srw, 
nD Baa ome . 
pik “hese ag 2A " coy io REND oe ° 
A : ae es ns Lat eae wey Rg ia, 
in 
A Pra ite ey Taine 1 ate ; aot aan Ae tios tie e 
Cee aie “ Pane A ree 
‘ ES : : gee ee 
i + ‘ s : a : 
Reine cae Wien at af 
i ote aR Peis fa ol et ee eee Tea e 
is ¥ : ae i x # + hs pee ; eee ma SPAS 
rt pe A Np Aarne we BS nie k: ot 


eA) 


262 S= 


the necessary grade; it is time to build a new barn", He 


“has not paid for it in full. If the municipality says 


"there is an eighty-five hundred dollar barn" they 
box Dim on’ its The farmer is caught every way. He has 
t.. still complete the payments on the barn, and at the same 
time go on and pay the ta xes on the improvement, and many | 
times he has not the necessary knowledge to dispute the 
notice of that kind. They get a notice that the Court 
of Revision will be sitting on cae haan day, but they 
a re not familiar with the procedure and they do not ap- 
pear. 

From a practical standpoint, I wish to point out 
that the interest rate is a tremendous burden. What is 
the interest rate? Nominally, it was cight percent. 
The tendency of the bank is to try and shorten up the term 
of the loan. As soon as the depression hit us, farmers 
who had loans for, say, six months, when they went to renew 
them were told they could only have them for three months, 
or two months, or one month- Actually that interest is 
compounded, and the longer the period of the note the greate 
the difference between the rate of interest originally and 


the rate compounded. If the farmer had a mortgage at seve: 


percent, it would mean that on every hundred dollars he 


would have to pay seven dollars, but if he has a note at 
seven percent, and failed to meet it, he would have to pay 
interost on the interest, as well as the principal. That, 
of course, is a very heavy burden to the farmer. 

I think, as was pointed out, every sound business 
man tries to reduce his costs in proportion to his income, 


but there are certain costs which he eannot reduce, such as 
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the Council, 

your mill rate"; they said " 


go to the ba nk and ask for 
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Yes, but wait a minutes when we 
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bank will say 
"Well," 


E 
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be ITower; and 
your percentage of collections 


ed in getting a reduction 


of about three percent in tho mill-rate. 
Tas wrunicipality of Chilliwack got along, but. 
the roads wore fogleotot beidses were amcglooted, and 


thot is 2 very danserous thing, anc in the ond.is a very 

costly thins, because some of you are oxpérioneod in 

Canadian conditions, ond:know that aravel roads ought to 
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think the particular one is this; 
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cause I cen toll a better story than somes of the others 
of the loss furtunste farmerse But the banks want to go 
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could have a local committcoe oxport in farming, 

and if a man goes to them for a loan, for a certain 
purpose, that committee could enquire into the purpose, 
aud if Pc-is found roasonable they could advance the 
moncy That is what we need, mon oxpert in agricultural 
matters, and when thoy ect an application for a loan, 

the mon export in agricultural matters, not necessarily 
4 trained bank manager could guide thom considerably. 

I think that is about as much as Iecare to say 
at the present time. If any of you surntlomen have 
any question you care to ask me, I will be vory glad 
to answer them if I can. 

HON. MR. BROWNLEH; How long have you been 
farming in tho Chilliwack Valloy? | 

MRe EDVARDS: SLCC 220. 

HON. MR. BROWNLES: In any of your banking 
accommodations aince that time, what was your rate? 

MR. EDWARDS: Hight pcr cent. until this year, 
and even this year trade paper is still eight per cent. 
on the farme We took some farms in 1930, when they 
were doing reilly well and invested two or three thousand 
dollars in agricultural 4taplencnts, tractors and soforth 
and so on, and the trade paper was cisht per cent. 

Now the reduction has been to seven pes cent., but the 
trade paper is still standing at eight per conte 

HON. MR. BROWNLEE: State to me very briefly 
what the nature of your assets consist of, how many acres 
have you in the Valley. 

MR. EDWARDS: Seoventy-six acres, 


HON. MR. BROWNLEE: What live stock? 
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MRe EDWARDS: I carry about sixty hoad of 
live stock, mostly cattlo; four horscSe ' wo generally 
milk anywhere from twenty-five to forty-five cattlee 
Of course, we have breeding stock, tod. 

HON. MR. BROVWNLEE: Would you mind handing to 
tho Sccretary somo time this afternoon a statement of 
what you have arainst those asscts; in other words y 
what you prosent to the bank when you sofor 4 loan? 

MR. EDWARDS: I do not think that is necessarye 
I am not speaking purely on personal matters « 

HON. MR. BROVWNLEE: The only reason I was curious 
was from the standpoint of assets, and to find what 
justification there might befor 2 rate of cight peor cent. 

MR. EDWARDS: It is seven per cont, now; it was 
up to oight por cent. up to the ond of 1932. | 

HON. MR. BROWNLEE: Is that a pretty general 
rate throughout the Valley? 

MR. EDWARDS: Yes, apart from this trade paper 
where the man has passed a note for machinery and so One 

HON, MRe BROWNLEE:. I understand you are a directo 
of the Fraser Valley Milk Pfoducers Association? 

MR»e EDWARDS: YeSe 

HON. MRe BROWNLEE: In -regard to your associate 
members - the other members of your Association ie 
would you say that the eight per conte rate up until | 
pecently was a fairly uniform rate regardless of 
what assets they might have to shows 

MR. EDWARDS: IL think SO, 

HON. MR.» BROWNLEE; There was no variation in the 

rate? 


MR. EDWARDS : No.» 
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HON. MR. BROWNLEH: You say not? 
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MR. EDWARDS: No, only in so far os I pointed out 
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that whon tho terms of tho notes are 
éhe compound rato of intorest becomes higher. 
HON. MR. BROWNLER: Just one other questions 
You referred to the Chilliwack municipality: Was your 
experionee tho same as thet of Mr. Ford? What rate do 
you pay? 

MRe: EDWARDS; I am not on the Council, but I think 
SG LS SLX per "Bent, 

THE CHAT RMAN: We aro very much obliged to you, 
Mr. Hdwards. You have given us some useful information. 

MR. PORDS oD) ‘can “eive you somo infornation about 
the security. 

THE CHALRMAN: Can yowcanswer Mr. BrownLoo!’s 
question? 

HON. MR. BROWNLEE:. I am not anxious to have 
it stated nore, bub if you icon wbet tee deeresary don 
some time before the meoting adjourns -- 

MRe FORD: “Ll *paidveteht per rcents (whionmel shad 
three thousand dollars; I would have paid eizcht per cent. 
if I had got five thousand dollars. I had about nine 

thotsand dollars imisecurity.and stock, Now it is seven 
por cent, buts Tl still pay (cit perrvcente, and everybody 
6lse pays cizht per cont. 

HON. RR. BROWNLEE: You were speaking of an 
application to the bank for a line of credit, and you 
spoke of different cssots. 

MR. FORD; That was real estate. 

HON. MR. BROWNLEE: Were those asscts fairly well 


cleared of encumbrance? 
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Mite FORD: Yoss; thors was not a dollar on any 
of thom. 

HOW.e tiie BROVNLEE: Arc wo to gain this impression 
fron yourovidones, that as. “arior, with a goins concer 
in tho Fraso alloy with assots cloar of eneumbrancos, 
valued at a substantial amcunt, you could not secure 
plOO on your porsonal noto? 

MRe FORD: Noe I could not got it on a personal 
note with all of that ‘ropo-ty thrown in. _ They aosolutely 
would not tako any sacupity or make the loan. 

THE CHATRMAN: Woe have three representatives 
from the corn-growors,and f sce it is headed by Mr. WF. 
Thompson, tho President of the 
Corn Growovet Association. Is Mr. Thompson here? 

MR. THOMPSON: Yos, my kord. 

THE CHATRMAN: Would you like to add somethins 
to whet woe have hsard? 

Mix. THOMPSON: Your lordship and Members of the 
Comumission:,.J.have boon, farming, up im this fortiile 
Chilliwack Valley for a number of years, and I am not 
worrying about remuneration to-day, because if I had 
remained at home I would not make anythin» anyway, 
so Il am. here quite contber cod Lye 

AS a mombor of the Ao saben Association, 
Imag soy, that we.howe..foumd de.d) feienit vbown finance 
our operations. We took over a plan from the Brodeuer 
Canning Company , which had found they were unable to 
operate it, for financial reasons, after tne 1929-19350 


Se They rented to.us at & nominal. fescmot 


f-> 


eris 
one dollar por yeate We had an area which would produce. 


first class canning corm, and in order to further increase 
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our incemo if possible, decided that outside of ordinary 
mixcd farming wo would eo in for corm rrowinge 

For two years under Mc. Brodouor wo found he 
had srown successfully a first-class corn, and in 1932 
wo rented this plant from him in Chilliwack, a forty 
thousand dollar plant, for the nominal sum of one dollar 
per year rontal. He wished to Hold the plant for 
probable future use, and we wished to continue growing 
the corns It moént considerable income for this 
locality and it meant an indreased income to each 
individuals j 

We grew in 1932 weno cet ne Dlousand# enses of 
corn from two hundred and ninety-sovon acres. 

Now, Wo had been promised financial aid to 
operate this cannery which meant from twenty thousand 
dollars to thirty thousand dollars cash, to pay for the 
help, and the cans and the taxes and the insurance in 
the spring when we took it ovor, We had planted the corn 

and eultivated it and had it ready for canning in 
the fall, when we found out that this financial support 
was practically wi thdrawne It had been promised on 

the condition that if we could produce bons fide orders 
for fifty per cent. of our canned crop, the financial 
assistance would be forthcoming from the banke Wo did 
thats we had signod orders from good responsiblewholesale 
house and presented these for the loan, but it was turned 
down, and we were left a few wocks before canning 
operations should begin with practically no funds to 
carry One However, Kelly Douglas Company in Vancouver 
came to our assistance and loaned us three thousand 


dollars and throuch the National Storage Company, 
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a warehousing company, we were able to carry on last 
year - in 1932. The National Fics diet yi Company 
became responsible for everything which went into the 
plant and everything which went out, so that the people 
who b tertetuned the cans and the labels and the boxes 
and the containers were protected and the bank insofar as 
they had loaned us a small dno of funds, whe 
assurance the bank wanted before advancing any considere 
Bb Le loans was the individual notes of practically 
all the farmers who were interested in the canning 
operations. We had about eighty farmers of some 
considerable means. We had the crops signed up by 
‘contract, so that there was no doubt but that the 
crop from this planted area had to be turned in for 
canning operation when grown. We found ourselves with. 
out financial help until the Kelly Douglas Company 
came to our assistance; otherwise I do not know what 
we should have done last fall. 

The sad plight of the corn-growers is that the 
panking system with its thirty days and three months 
terms does not give any Gama eudoe assistance. We 
planted this corn a year ago last May and June; we 
cared for it; we picked een transported it to the 
cannery, md canned it, and now it has been all sold 
with the exception of about twelve hundred cases, 
and the farmers would not have been able to receive 
a cent to help them out if it had not been that the 
Comma ny, the Co-operative concern, -- issued script 
last January to care for the farmers during the winter. 
They were in many cases badly in need of money fa 


groceries and clothing, and in order ta avoid accepting 
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orders bn their accounts in the cannory thoy ceeided 
it would be good business to issuc seript, which was 
accepted by the merchants of Chihliwacx for  zoods, 
and by tho saragses and other businoss men of Chilliwack, 
but not by the banks. Thoy are accepted by some 
municipal counekis for taxes - that is, for cértain 
taxes, for doz taxes and head taxes, and taxes of that 
naturc,. This Lert the fr ore with the script of 
abouts sixty por cont. of the susrantoed price of the 
corn, clghnt dollars per ton, woich amount they roceived 
in Janwiry -~ six dollars per ton in scripte The 
merchonts carried this seript because they could not 
ash it ot the bank, because they wore fully assured 
we were as tuch behind it dollar for dollar as behind 
the Canadian dollar, LOvaTNERS the canned com was there 
and amply protected by the National “larchousing Company 
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The corn was there and it was amply protected by the 
Storage ace: There wore warehouse receipts for 
everything that went in and for everything that went 
out. If we could have a system that would enable the 
banks to advance readily on our products it would help 
the man who is right down to the ground to-dey producing 
the raw products of Canada. We are ns the same fix this 
years The corn is coming on well} we have a greater 
acreage, but we can obtain only a very small loan at the 
bank. We have to pay all the help for fifteen days at 
least, and the cans and containers are cash and that has 
to be provided for, Our: corn is signed up this year the 
same as last year. | 

HON. MR. BROWNLEE: When is the pores of failure 
in connection with a corn crop? 4t what time of the year? 
When is the danger past? 

MR. THOMPSON: In September, this past year. We 
have never had any serious freezing. 

HON. MR. BROWNLEE: Have you any arrangement with 
your marketing company similar to what our sugar beet 
growers nave in Alberta, by which they are prepared to 
accept fies or to give any guarantee at all on your 
Costs of putting in and taking off the crop? 

MR. THOMPSON: You mean the Co-Operative 
Association? 

HON. MR. BROWNLEN: You deal entirely through the 
Comoperative? 

MR. THOMPSON: Yes, 

HON, MR. BROWNLEE: Ana they have no method by 


which they can guarantee you a certain advance during 
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the year as our sugar beet growers on the prairie have? 

MR. THOMPSON: No. They cannot get financial 
assistance. The sovernment and the banks will not do 
anything. 

HON. MR. BROWNLEE: There is no capital 3 

MR. THOMPSON: No capital at all, - We have 
$40,000 in corn. | 

HON. MR. BROWNLEE : How many members have you? 

MR. THOMPSON: Eighty. 

THE CHAIPMANs Very interesting. Thank you very 
much, I understand that Mr. Hea f some contribution 
to make, Is he present? 

MR. C. E. HOPE (Vancouver): 1 was listening to 
Mr. McGeer this morning and I would like to endorse the 
position that he took and lay more particular emphasis 
on the question of taxation. The taxation burden is 
getting so serious that whether we have a return 
to prosperity or not Ll@e Het think it cm be borne very 
much longer. I have béen iy business here ever since 
1890. I have been through two major depressions and 
| through a number of small ones, and I have records ex- 
tending back a great many years. .I have four or five 
properties in Vancouver and two in the country, one my 
own farm. t would like to give you a few of the taxa~ 
tion figures on those properties. The taxation Mai 1917 
on one of those properties was $67 as compared with $105 
to-day; on another the taxation was “37 as compared with 
$67; on another $47.50 as compared with $95 bO- Cay?” on 
another $8,50 as compared with $15.80 to-day; on another, 


and this is my own farm, $3 as compared with $6 to-day. 
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One of those parcels was taxed $10.80 in 1902, $47.50 
in 1915, and $95 to-day. That is, that the taxation 
has doubled every fifteen years. A return to pros+= 
perity may onaie us to carry that indebtedness, but if 
the taxation goes on increasing at the same rate the 
condition will be far worse than any we have now. In 
the city I have four pr overties, for instance, and I was 
paying taxation on them in 1900, $30.80 as compared with 
$736 to-day, and the rent is just the same now as then. 
On another one the taxation is $19.20 and is $177 to-da 
On another the taxation was $21.20 and is now $317; 
another $19.20 as compared with $123.60 toeday. The 
returns from these properties are the same in some cases. 


and in others almost the same; there is no appreciable 


difference. Another fifteen years will necessarily 
SCC. 6 lot of: thess properties not tiing able to be 


Carried: at alls 

I listened to Mr. MeGeer this morning, and he 
drew a picture more particuharly of the burden of fixed 
indebtedness. We all know the position and how it was 
brought about; it ig boccause of the bank note issue. 
But Mr. McGeer did not as I could gather make any con 
crete suggestion how he would get over that difficulty 
outside of the Bank Act, 

tI have three suggestions to make in that connec- 
tion. One is based on my SxperiLence in the Old Country 
forty-five years ago when the Public Utility Companies 
were not allowed to change their financial structure or 
sell their bonds or shares to the public or mortgage 


their property without the consent «f the Board of Trade, 
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and that Board of Trade did not give their consent 

ini eue they were qiite sure that the money raised from 
the public was really going into assets and that the 
assets were really needed. The object was very simple. 
Lt was to prevent the watering of stocks. That prac- 
ticc I assume is being followcd to-day, and my sugges~ 
tion is that a similar opportunity should exist in 
Canada because it is only when a public utility company 
have earned sufficient that they have the rignt to sell 
their securities to the public or to borrow money under 
unfavourable conditions. 

COMMISSIONER LEMAN: Are you speaking of municipal 
bodios? 

MR. HOPE: Of any private corporation selling 
shares or bonds. 

COMMISSIONER LEMAN: Not public bonds? 

Mh«. HOPE? ONG. We all know that one of our 
troubles in Canada has been the creation of fictitious 
eredits which Later were gold @ ‘the public, and 1% 
became based on bank borrowing, and so forth. In other 
words, you borrow $100 and then eall it worth #200 and 
ee sell it to the publve. Tor Seog That has been done 
over and over again and a good deal of this $200 stuff 
wasein the form ofa. Dond whem it gote into: the hands ox 
the public, -a bond with a fixed interest bearing charge 
OTL That charge to my mind is one. of the major 
causes of the present depression. I cannot see why any 
private corporation, even a bank, and certainly not any- 
body else, should be allowed to create fictitious credits 


of that nature for it is really the same thing as money 
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itself under present conditions o* tusiness and money. 
Why.should a private individual or a private bank be 
allowed to create something which for ali practical 


purposes is equivalont to printing money? if that had 


been done ‘ton yours aro we would have fewer colossal 
fortuncs in Canada and ve would have had since 1928 and 


1929 a great many more capitalists who are ranked to-day 
as small capitalists. 

COMMISSIONER LEMAN: De you think there has been 
any shrinkage in some of the: colossal fortunes? 

MR. HOPE: Yes, but as long as the fortunes 
do not shrink too low they will come up again when the 
depression passés. ft is only those who have gone belov 
the datum line, so to speak, whose fortunes cannot come 
back. In my experience we have never had a depressim 
without a boom preceding it. 

The othér sugecstion TL wish to make might be 
looked upon as a little radical, perhaps a little ahead 
of time, but I canrot sscany reason why the wages of 

npitel Should not have . “ixed maximum, not to prevent 
profit-making at all, because I believe in profit-making, 
ne profit should not be dis tributed to the owners 
of the capital beyond an agreed upon percentage. For 
the sake of argument we will say 10 per cent. That is 
to say a company could make all the profit it could make 
without any let or hindrance, but it should not be allower 
to distribute more than 10 per cent of the value of its 
real assets, not necessarily its. nominal capital. Some= 
thing of that kind was in force in Crcat Britain before I 


left home, in conneetion with a gas company. The company 


‘hein | ee Te 
bars eu . i) a! x 
% 7 if A : 


fae ttt 


a) an bk os mi 
ae faa a iD as 


fas wake sg ‘some: oie astieost 9 Lage aie 
Eights, AGRE: cape: Tike at waren ree Ort ke a 
ysheor seashion das: ote, paul diton a0 mh we + ony, By 0808 

| ee ek. eRe Lea stow en 
neg: nae ade MAE | 0% cr 16 ‘aman: HMO 12 2 TOD i ' , 


Trenutie® frpsolod suctit pile} ome ab cnet me Gee) Gea eae 


| ‘ht ae 

Ro efi en. now ea ae Ry sada aM ou, whe A tan tae Dy 

Me eee We ee 

eet sont: ccfovee Ge Grins Ekhen matt wot out bck pe b Poet os.” "A ana . 
wetod! aden, ator oni cused’ ylaw ef dl - -bovdag 6 teaortged | | meas | 4 
RRR Haier: moat ie he: pA MN Od OB? gently winks as Mae vance. .) 
miecateei os oer more = ceetuat! ewe: eoasti1egKg. on ar, atigad- | i 


~<&f ghboostq adod a duodtiv — i 


2 : } “a l : 3 ; ie): 
ex? gtietic: olan o¢ dew DT aobtbusae Kemi erty ee i 
fiporte: efit ie apentier Yaa oy a! BAERS BBR, SOSH bedooLl nay) tt a 


ie aenaw ont’ ywilw. coeson oe ea, coiety ~ aaa naming to. es 


wo en Sur. Teta tat 


Praveey:; oF dos: ymsihat. Hans) 9 ova ton Danone, Rattqaw . a, 
: edb See, NEARS toh \ 7 ite Lat ten Dian te * ; e : aa 


aitvbieedtiiiene: ah awialed 1 Oa emed: hGe ta pk Mars ROG) oi 
t 3: * ‘ —* ‘ a # r ky ® i ‘ i whe J ; 
emenwo> ebe..os: buatied ey ach. AOR Hig neve SB LOG on: wird 


tot. swnetheeroc aia boetpe ge beaged Cadigue., ott Bo . 
ef sant; sSires) ce¢ Of yee. ide Aw Ocremkeyty 1 Re Ea 
jiteao Jk. dite a Lie ode bigos ‘giesqanoo sd ee od, aagk 

Jeu} a 


ve wos fie: Ga. dae Fiero, Gb ded qmeiees pontietbit! sq tod nad ‘stwoatt bee he 


Reda ; 


Soh) er ceed ‘er: odd Tie Pew: hog Ok: emer’ witom aatsipia ehh 


iy 


wont eoltihlag iw it Sapte: ea Yee eee aot, setouea 


\ 


Tt one ted. atadend: thot et a ad ay bake dase ao yates 
pained: ont: - sais Kee a ~ pete. nots eninie at jonas 


& 


- 650 - 


making large profits should be allowed to build up Lts 
reserves to any extent the board of directors may think 
desirable put 4t should not be allowed to distribute 
more than ten per cent of the original asscts, and when 
the reserves have got up to a sufficient point the bank- 
er should be able to transfer the eamnount without ques 
tion to a foundation or trust to be get up, and that 
money could be used in capital expenditure on communal - 
activities such as schools, roads and so forth. Oy.2 
board of directors composed of the directors of the com- 
pany. These expenditures should be confined to non- 
liquidating assets. That would have several results. | 
In the first place it would enable municipalities and 
cities greatly to reduce their taxation in the course of 
years, because they would not need to borrow any money. 
Of course it would take some years for this to develop 
except in the case of enterprises which would liqidate 
themselves, such as tramways or whatever they wanted to 
go intoék_ It would also have the effect of cheapening 


“money because there would be a smaller demand for bonds. 


That again would help the taxpayers pecause it would mak: 
— shares of such companies rest on 4 safer foundations 
and they would rank the same as ponds.to-day do and 
possibly better than some bonds. ef 
There is another matter, although this has no | 
‘divect bearing on the issue with which the Commission is 
dealing. There is distinetly a Jack of a public service 
complex on the part of men of higher ability. I have 
served on boards of school trustees both in Vancouver and 


in the Old Country and on municipal bodies, and in the 
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faco of tho Vancouver City council and the Board of 
School Trustees -- this is not casting any aspersion 
on any man sitting on either of those bodies -- there is 
not I consider one man of outstanding business ability 
or character. That has been the case for a greater or 
less length of time, although it is getting a little 
worse I think, Aman of high ability will not stand 
Por election. 

THE CHAIRMAN: I am afraid we cannot correct that. 

MR. HOPEs The next point I wanted to bring up was 
- something that would fill the gap ir the memtime and 
take care of the present unemployment until such time as 
‘things begin to pick up again. My suggestion is: that the 
Dominion government should bring into a revolging fund 
a ee Bie te amount of money, without a gold backing. = 
have always been opposed to inflation but I see no abe 
jection to printing money without a gold backing provided 
itis for a.definite purpose and provided there is a 
definite time when it will be repaid. The idea would be 
Peete this out to municipalities for non-liquidating 
works with the consent of the ratepayers as is the case 
oka the O.K. of the provincial government and the 
6.K. of the Dominion government, and when these condi-~ 
tions have been satisfied the government will lend this 
money without interest to be repaid at the rate of five 
per cent per annum over a twenty year pericd. It would 
not be necessarily eo as.it came in. It would depend 
upon the circumstances of the times. rf phe times 
were prosperous it would not be-re-lent. If the times 


were, bad they.might lend.a little more liberally. That 
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would teke up the slack in unemployment and help slong 
the time when it would not be neeessary for municipvali- 
ties to borrow anything like so extensively as they do 
now. 

There was oné ¢ther thing I.was going to say and 
that was with referonce to a national bank. I have 
neard a great deal about it and I have read a great 
deal-about “ty fnotlee in the pamphiets sponsored 
by bankers there seems to be a general impression that 
if such an institution were created the banks themselves 


would have tc Supply the capital and the banks also 


would be largely if not entirely prosponsible for its 


management. Iowrote to Australie {> fine& out what the 
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Australians were doings in Wat Pespucs In thet, ‘Comion- 


wealth Bank. Poséibly the members cf the Commission 
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Who provided the capitel4 2né Capital of the 
Bank stends a% 4,000,000 pounds, which was transfer- 
red to capital account in 1924 from the veserve fund. 
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by the Cominonwealth Sovernment; but so far no ad- 
vantage has been taken of either of these provisions, 
At present, therefors, the ca it. of the bank has 
been provided by the bank itselt from its own activi 
ties. in the early stages Capital was unnecessary, 


for the bank held the governuent account and also 
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worked with the deposits of the Savings Bank 


Dopartment, in whict baore was considerable prorit., 


dixsctors and in what way, and his reply wass 
the Governor and seven dircetors ars appointed 
ny the @overnor-General, Of these seven, one must 
be tho SCeretary to the treasury and the other six 


must be, or have been, actively engaged in egricul~ 


turd, commerce, finance or ix dus try Directors 
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Pritchard is representing the Co-opcrative Commonweal th 


Federation (B.C.Section). His memorandum is as 


follows: 


CLAUSE 2 -~ SOCIALIZATION OF FINANCE 
Socialization of all financial machinery-- 
banking, currency, credit, and insurance, 
to make possible the effective control of 
turrency, eredit and pricos, and the supply- 
ing of new productive equioment for socially 
desirable purposes. 
Planning by itself will be of little use if the 
public authority has not the power to carry its 
plans into effect. Such pawer will require the 
control of finance end of all those vital industries — 
and services, which, +f they remain in private hands, 
can be used to thwart cr corrupt the will of the 
public authority. Control of finance is the first 
step to the control of the whole economy. The 
Chartered banks must be socialized and removed from 
the control of profit+secking interests; and the 
national banking system thus established must have at 
its head a central bank to control the flow of credit 
and the general price level, and to regulate foreign 
exchange operations, A National Investment Board 
must also be set up, working in co-operation with 
the socialized banking system to mobilize and direct 
the unused surpluses of production for socially 
desirable purposes as determined by the Planning 
Commission. 
Insurance companies, which provide one of the main 
channels for the investment of individual savings, 


and which under their present competitive organiza-~ 
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CLAUSE II -- TAXATION AND PUBLIC FINANCE 

A new taxation policy designed not only to 

raise public revenues but also to lessen 

the glaring inequalities of income and to 

provide funds for social services and the 

socialization of industry; the cessation of 

the debt creating system of public finance. 
In the type of economy that we envisage, the need 
for taxation, as we now understand it, will have 
Largely disappeared. It will nevertheless be 
essential, during the transition period, to use the 
taxing powers, along with the other methods proposed 
elsewhere, as a means for providing for the sociali-~ 
zation of industry, and for extending the benefits | 
of increased social services. 
At the present time capitalist governments in Canada 
raise a large proportion of their revenue from such 
levies as customs duties and sales taxes, the main 
burden of which fills upon the masseSe In place 
of such taxes upon articles of general consumption, 
we propose a drastic extension of income, corpora- 
tion and inheritance taxes, steeply graduated accord 
ing to ability to pay. Full publicity must be given 
to income tax payments and our tax collection system 
must be brought up to the English deuntard of 
efficiency. 
We also believe in the necessity for an immediate 
revision of the basis of Dominion and provincial 
sources of revenues, so as to produee a co-ordinated 
and equitable system of taxation throughout Canadae 
An inevitable defect of the cap italist system is 
the debt creating character of public financing. 


All publio debts have é6normons ly increased, and the 
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fixed interest charges paid thercon now amount 
to the largest single item of so ed led uncon-= 
trollable public exp cnditures,. The C.C.F. pro- 
poses that in future no public financing shall be 
pwemitted which facilitates the perpetuation of the 
parasitic interest-receiving class; that capital 
shall be provided through the medium of the National 
Investment Board and free from perpetual interest 
charges. 
We propose that all public works, as directed by 
the Planning Commission shall be financed hy the 
issuance of credit as suggested, based upon the 
national wealth of Canada. 

I hope I have done justice to the resolution. 

MR. PRITCHARD: Thank you, my lord. I would like 
to say one or tw things in connection with the presen~ 
tation of those two clauses. The character of the 
Clauses shows that they can be considered only in 
connection with the other clauses that form part and 
parcel of our manifesto, That Pe eas necessarily 
is a political document and was not épewn up for the 
purpose of being presented to this Commission, but I 
thought that from the provincial point of vicw the best 
thing to do would be to present the clauses as they have 
been here presented, considering as we do that the ques= 
' tion of finance is entirely e national one and not a 
provincial one. 

So far as the provinces are concerned we are per~ 
suaded that facilities should be created so that a pro- 


vincial government that was so mindcd would be permitted 
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to enter into the banking business on cxactly the same 
basis and with all the privileges md co course all the 
responsibibity of tho present chartercd banks of Canada. 

HON. MR. BROWNLEE: They ¢an do so now, can't they? 

MR. PRITCHARD: They can apply for 1%, “snd. the 
question is will the appliection be considered in the light 
of the circumstances governing the application. I take 
it from Mr. Brownlee that that cen be done. 

HON. MR. BROW LEE LI do not know anything that 
would stop a provincial governinent from organizing a bank 
under the present Bank Act providing they put up the 
capital. 

MR. PRITGHARD: That will be very interésting news 
to a considerable DOP tion oT -the people of British Colum 
bia. 

HON. MR. BROWNLEE: I do not thin they could set 
upon anything which wowld operate outside the Bank Acte 
It would have to conform to the Act. 

MR. PRITCHARD: I agree with what has been sald 
here by representatives of the municipalities. [was 
for some time in municipal life in the province and was 
for tw years president of the Union of Brit ish Columbia 
Municipalities. 

HON. MR. BROWNLEE: You are connected with North 
Vancouver toc? 

MR. PRITCHARD: I am reeve, I ade not wank to 
add anything to the memormdum because the Union will 
present its own case. f am only one concerned. I wanted 
to be brief, as I said. Brevity is the soul of wit, and 


Sometimes I think it is the part of wisdom. I wanted to 
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bo bricf for two wensonss First, because the position 
of cur Fodoration will be presented to you either in 
Montrenl or Toronto, or at both places, by, Professor 
Féscy of the Departmont of Economics, McGill, or a 


professor from the Doonrtment of Eecnomics, Toronto 
i § ’ 


University, because wo consiicr this to be ® national 


question. Both of these gentlemen wore instrumental 
in drafting the manifesto of which these two clauses 
that have been read form a part. Outside of that we 
have nothing to offer except to adé that thoze two 
clauses be entered in the hie ord OL Lis Omnis sion. 
LC lkmow that this Vommisstion could not possibly bring int 
operation what is called for in these clauses, and I 
doubt very much whether the Commission 4 hae even 
recommend what jwhat is mentioned in these clauses shoul. 
De" breupht: in thea two clauses form part and parcel 
V8te which was designed to réach tho public 
LOOM POMes BECO Moet OM GE Canada, which we are 
cOonvVincel te sn the tneréasc) 

THE CHALEMAN: ‘Tine next neme that has been handed 


3 at, dy ‘ ys Danser 2 . he See. {Tt 
is Mr. J. HE. Creighton, pepresenting the Teachers! 


MR. CREIGHTON: We wish. to present throc resolu 
tions Cees ine 2. PULel, Tarety: Wien LMberss) Tata, 
seconG péith he Pinance Act, and thirdly with the 
nationalization of the banking system. I have cbserved 
that your lordship in tho course of this investigation 
desires vo know definitely whom or what cach person 


appoegying xpetore you represents, and-so I should say 


here that I am appearing on behalf of the British 
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Columbia Teachers! Federation, which is an organiza- 
tion having ea membership of 2,577. We are desirous 
of presenting these three brief resolutions to you 
which were passed at the annual convention held last 
year in this city when a membership of the federation 
was in attendance to the number of 1,523. 

Before proceeding to read those brief resolut» 
tions, if I might have your permission I should like to 
make a few brief observations Sa en banking system. 

in the first plane i Wr Fa observe that our 
financial and monetary history has seen three main eras, 
I mention those eras because, your lordship, we hope 
that as a result of this banking investigation we may be 
Starting soon upon a fourth era. 

The first era I would mention is that consisting 
of the early French regime, the whole French regime as 
asmatter of facets, and the early British Colonial period 
up to 1853, when money 4nd authority were the deposits 
of many and many systems were in vogue in that period. 
L intend merely to state a number of facts without 
attempting to prove them, bit should any of you desire 
the proof I have it at hand and I shall be glad to give 
Lt. BO. Yous 

The year 1853 saw the establishment of the first 
real basis of the monetary system in Canada. That was 
the date upon which the Province of Canada adopted the 
gold standard. That was the orthodox gold standard so 
called and not the gold bullion standard or the gold 
exchange standard. Under that system which existed 


without prejudice until 1914 the hanks were entirely 
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responsible for their own solvency and for the solvency 
of the whole financial and monetary structure of Canada. 
Bank notes were considered to have very great virtue 

and to have a very great degree of elasticity. They 
were elastic because they were asset issues. The banks 
were permitted as they are now to issue notes equal to tl 
total of their paid up capital and reserves. Before 
Canada was perfectly developed the note circulation 
under that system was insufficient on account of the 
fact that the paid up assets of the bank did not increase 
in proportion with the iaeae in business in Canada, 
and by the year 1907 we saw the first indication of an 
insufficient issue or limitation of that supposed elas- 
ticity. “Iam not’ going to ge into detala hers, byt in 
1907 it was necessary for the Dominion government for 
the first time to come to the assistance of the banks, 
By special enactment they made it possible to use: 
$10,000,000 of Dominion notes over and above their 
ordinary issue which the banks might borrow and ee 
four per cent intefest on it to tide them over the 
period when there would be runs on the bank at a time, 
for instance, such as when the American Financial 

panic. begen in.Leov, 

I pass on quickly. During that whole second 
area from 1853 to 1914 the banks were completely 
regoonsible for their own solvency and for the solvency 
and management of the whole currency system, and we find 
that the government's duties or Aotivatdes were autoe 
matic. The government had as its function merely the 


handing out of gold for notes and the taking of notes for 


, mae ga i ~ OAD.» 


; Choc t vy 


sy 


pr 


covor- awe ptiad. ast eldtenoqeen 


’ 


‘enti bate Letorent't ofodw wrth to 


extod: enor: aoton “ghes ive 


A ae 


on 
st 


gomol tas oy: : yer 2 svod of bas 


Ve wy ng 


: Xs “ wach 


. 
. 


waged 3 oe aio etow 


ba: Bote: irag otew 


or aab 
woe Sti od Se? Oe ae 
cus es | * ce _ . +f 5 . . 
nr ak oe edd. Ad tw: thE doe ty th. 
& d ; 2 ue ie 4 
. euli off wan ow VORL Geey ct 
ries E ; rept v . . 35 
oe aE Gash Was dein cer pe ; 
ef : ead fa tge oe 
ere for 
to is 1 : 
ae 
ae 


pie abit gh a 
E*Is ww 


; : Mt Meee. ee 
: er SOR Been 
5 chs. . mea 
Lo * . 
; 5 eet 
wt) ECS : wy. 2 OF Bar rgip 
"Sag se = 
f oa ‘ >a yu A 
. . ae : c. pat ee 
’ , 4 &. hie f 4 Sree ee tke ey. Sts ae | my a 
a , ; ee my bees i de Br. — ae. eves s - 
“tem Colieea: ett AA ei AGHLVLORIS, § on " 
pet ey VA ee " 


16% sates o-.getstad wt hae aoton tot Bho tio dae gebbrit” 


~ 661 «= 


Bold, and so forth, We were under the soc dled 

gold standard automatic system but the passing of the 
Finance Act 4n 1914 completely altered our whole banks 
ing and monetary structure. in vassing may I say that 
yesterday afternoon quite incidentally and uninten-= 
tionally I heard Sip thomas White say in a jovial way 
to one who hag appsaved before you yesterday that he 
Was rather thankful to hear some commendation of the 


Pinancs Act from that gontleman because he was the 


FeCl Oe er ay Without in ‘any sense intending to be 
flippant may I say that I am afreid what I shall say 


Work now be compiimentary to that Act. 

SIR THOMAS WHITE: It was the child of neces- 
sity, if you think x am not worthy of its parentage, 

MR. CREIGHTON: You are @ite worthy of its 

arentage, ond that reminds me of a regulation that we 
schoolteachers must observe in our conduct Cr 8 senool. 
UR ies rie Ws necessaryfor a teacher to sdminister corporal 
punishment he must remember to bce Hino, Go. be judi-~ 
cious and use discrimination like «a Wise parent when 
heed Administering corporal punishment, 

THE CUATRMAN: Ags to both time ana place. 

ME. CREIGHTON: Therefore I would Suggest that 
when the timo comes for Sir Thomas White to sit in 
judgment on his own child that he observe kindliness, 
and be judicious ana wise, 

Tk CHAIRMAN: Now he is ready for your spanking. 

MR, CREIGHTON: In 1914 the Finance Act altered 
the whole structure of our monetary system. 


SIR THOMAS WHITE; What date? 
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MR. GREIGHTON: Two orders in council were 
passed and parliament met a month later -- 
SIR THOMAS WHITE: On what date was war de- 
clared? 

MR. CREIGHTON: On August 4th.0On No less an 
authority than Sir Thomas White himself, in his book 
"The Story of Canada's War Finance," I say that that 
act was passed to save the banks from insolvency, It 
served a very useful purpose. It probably was very 
necessary but I think it has outlived its usefulness. 
It shifted the responsibility for the solvency of the 
monetary and banking system from the banks onto the 
shoulders of the Department and the Government, It 
did that in this way. There was a provision in the 
Finance Act which made it possible for the Department 
of Finance to make advances to the banks on the dee 
posit of approved collateral with the Department of 
Finance. I submit that that body which has the power 
to restrict or expand the reserves of a bank has the 
responsibility for the sclvency of the system. That 
is why I maintain that the Finance Act entirely 
changed the system in Canada and started a new era. 
In a period of paper money when we were off the gold 
standard the Finance Act worked reasonably well, 
although it did permit absolutely uncontrolled infla-~ 
tion. In 1925 that emergency measure, a vital pliecs 
of legislation to meet an emergent situation and 
which had been used in war time and entirely under 
paper money conditions was made a porymanent feature of 


our monetary system by the legislation passcd that year. 
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It did not work too badly up to 1926 when Canada 
returned to the gold standard. But the emergency 
act which worked fairly well under the paper money syst 
worked entirely differently on the basis of the gold 
standard because with the gold standard in operation. 
we find the Finance Act working in exactly the opposit, 
direction of our gold standard policy. In other words, 
by the latter part of 1928 or the early part of 1929 
that provision in the Finance Act which enabled the 
banks tc secure advances from the Department of Finance 
on approved securitics enabled the banks to draw on 
the Finance Department to such an extent that it dil- 
luted the gold backing and thinned it out so greatly 
that it was reduced until it was almost infinitesimal. 
I am not maintaining that the gold standard was a good 
standard, I do not think so. But the fact is that we 
were driven off it against our will. 

It is maintained that the Finance Act acts as 
an adequate substitute for a central bank. it le not 
my duty as a representative of the Association here to 
argue in favour of or against a central bank, but had I 
had the opportunity I would have been very pleased to 
point out 2 great many respects in which the Finance 
Act is absolutely inadequate as a substitute for a 
central bank, and I would refer particularly to the 
administration. Wot ‘thatl Have’ any -crivictism of the 
administration as civil servants but by reason of the 
fact that never from 1914 up until November 1, 1952, 
were the administrators called upon to operate the 
central bank machinery and to direct national monetary 


policy. 
(Page 664 follows) 
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I have no more time to deal with thoso features 
of administration, however, but I would judt point out 
that thé Finance Act as su ech, as a substitute, so-called, 
for a @entral Bank is a onc-way bank. It works 
on tho initiative of the bank who requcsts advances, 

md sovernnents on the other hand, may not operate it 
in their own behalf. hore is no provision for Hote 
That is one of the rcasons why bankers = and quite 
naturally so - and I om nos spcaking Pprejudicially, - 
find if it works cone way, that is tho way they wish it 
to worke It undertakes no special function; it performs 
no social service to the country; it cocs not attempt 
to control price levels or anything of Saat nature which 
may come within the category of social control. I have 
mentioned that up to 1883 we had one period in our financial 
Srasfrom 1853 te 1914 we saw another cra based on the 
operation of the sold stancards from 1914 to the present 
Canada has been in’ the third cre, that which I will describe 
ag 2 period of transition, a period of flux and it is 
our duty as citizens to sce that that state of flux is 
terminntesd before very long. 

We think perhaps that the control of the monetary 
system showid be in the hands of a central national bank, 
directed in the interests of the whole of the people, 
ratner than in the pursuit of private sain. 

I will now, without any further delay read the 


resolutions which we have to present: 


Whereas, the distress due to tho unemployment 
situstion prevalent in this Province constitutes the 


gravest and most weeem’ problem to be solved by 


our Provinelal Governments; and 
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Whereas, the funds absorbed in ucecting the financial 
obligations imposed by the burden of debt now carried 
by this Province and the excessive taxes esquired. 
to be levied on our lands and from our industries 
within the Province to meet theso obligations, are 
the primary causes that prevent romune rative 
employment being given to those in distress; and 
Whereas, the. amount of interest to be met on the 
debt of this Province represents by far the greatest 
single charge on the revenue of this Province; and 
Whereas, under the provisions of the Finance Act 

and other statutes enacted by our Federal Parliament 
the Federal Government has recently oxtended to the 
Chartered Bankd df Canada credits up to 35 million 
dollars at an intorest charge of only 3 per soa 
per annum and a loan to acoertain railway corporation 
aniéant ih g te $1,400,000 without any interest charge 
whatever; and | 

Whereas, the Legislature of the Province of Manitoba 
has passed aresolution by a large majority asking 

the Federal ‘Parliament of Canada to enact lecislation 
that would enable credits to be extended to provinces 
on the advantageous terms given to banks, thus 
obviating the payment by the provinces or the heavy 
sharges of interest levied by the banks; and 

Whereas, the Government of the Province of Saskatchewar 
has appointed a commission to investigate and submit 
recommendations covering legislation that the Federal 
Parliament should be asked to onact whenthe Bank Act 
comes up for revision 5 : 


Now, thersfare, the British Columbia Teachers! 
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Federation is of Opinion; 
"That the Govermment of British Columbia should 
eonoperate with tho Governrionts of other 
provinces in cndoavorins to sceuna che enactment 
Of levislation by the Fedaral Porliamont that will 
provide relicf to the provihees cof Canada from the 
hoavy charres now paid on ercdits reecived from 
banks, 
ReFative to tho above resolution we would rospoctfully 
dircet the attontion Of the Commission to the facet that 
under OXLs tine conditions the Pinonee Act « Caneadats 
substitute for a ¢Gntral bank-~ in of service to the 
chartered banks only. The latter <ro its sole 


customers", Even the Federal Governnent cannot Sovrow 


from its "central bank", ‘The nation's credit is not consid, 
ered to be "sound" ov "healthy" ag Sucking for tha issuance 


> 


of curronecy until i+ nas heen 
through the hands of the banks and unti? mG cheb Pree 
tested in the fire of Profitemaking., Ths the 
"central bank" may not joan dircetly to ita croabory, 
the nation, on the Jatter's own crodit, On the other 
hand a bank may sake Some of the nationts credit (ain 
the form of 2 victory bond, shall we say?) to the 
Wingster of Finance and Receiver Gencral at Ottawa, 
deposit: it there, and reesive Loval tender Dominion 
notcs dollar for dollar on the doposited credit (bona) 


aS security, paying 26 DGr cente on tao money go borrowed. 


If the Government is in, nec, the bank may loan 


ws 


these same notes back to i¢ at, say, pOr cont. or £ 
ber conte O r the bank may SCcure a quantity of thesy 


Dominion notes in this Way at 22 per cent, 
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amd loan them to some needy city or municipality at 

6 per cont. thus charging 34 per cent. for the cost of 
transferring the fundg from Ottawa by telegraph or mail, 

and for the other services of an "honest broker" and middle 
mane The city or municipality may not borrow directly 
through the Finance act; it must borrow through the 
"middleman" in order that the transaction may be "sound." 

It is the opinion of the British Columbia Teachers! 
Federation that the same services accorded the banks 
through the Finance Act should also be made available 
tO provincial and municipal governments. 

I should have observed that thesé resolutions were 
taken from our publication, "The British Columbia Teacher", 
and was worded four months ago, and, therefore, the 
wording is not quite app opriate, but we thought to take 
them as they were would be better than to try and re-word 
theme 

SIR THOMAS WHIE: No doubt you are aware that 
the action which was taken in Canada ih iugust, 1914 
at the outbreak of the war was precisely analogous to 
the action taken by Great Britain at the same time 
in suspending the Bank ict, that is, suspending the 
payment out of gold for the conservation of gold, 
and it is very interesting elso for you to know that 
President Roosevelt and Congress in order to ree 
habilitatée the banking situation just a few months ago 
took precisely the same action as was taken by Great 
Britain in 1914 in suspending the Bank Act, amd the 
action taken by the Government at Ottawa in bringing in 


to effect the Finance Act. 
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MR. CREIGHTON: Thank you. 

SIR THOMAS WHITE: You see our friends to the 
south of us have done us the. wry great honour to follow 
the Canadian precedent in practically suspending the Bank / 
and in giving the facilities which the Federal Reserve 
Bank in the United States did not have previously, 
which the banks of Canada had during the war under the 
Finance Act. In other words, loans would be made upon 
any good security in order to provide the necessary expans- 
of currency to meet the emergency, I thought I would tell 
that, because I was at one time a teacher myself and am in 
sympathy with teachers, and like all good teachers t am. 
always willing to learn. | 

MR. CRETHTON: Thank yous I appreciate that. 

As a matter of fact, I had know of it and I do not think 
I am being unduly generous when I say that the Act was 
necessary at the time -~- 

SIR THOMAS “HITE: Quite so. I follow your argumen, 
ag to the later period. | Y 

WR. CREIGHTON: Yes, this is in perpetuation poe. 
that action. 

Now, the second resolution is as follows: 

"Whereas, it is becoming increasingly appare”’ 

that courageous action is lacking in t reating ic 
the basic causes of our economic ills, and that 
governmental economies effected by curtailment 

, of services and reduction of salaries merely 
reduce purchasing power and are therefore aggravat! 


rather than relieving present depressed conditions; 
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Whereas, the bonded indebtedness of our 
sovernmonts claims far too grcoat a share of thoir 
revenuc, indicating that the wages of money have 
not been reduced with the warcs of labors; thore- 
fore. 

Be it resolved, that tho British Columbia 
Toachers! Fedcration go on reéord as favouring 
the control by sovernmments of interost rates by 
immediate debt refund:ng, Ss provision for the 
Puture of a scale of rates rising and falling 
inversely as the value of tho dollar’ 

Presumably there again we have not a Board of 
Dire€tors or a Gontral Bank Board which would stabilize 
our price level, If it were stabilized, of course, 
we would not need it. 

Resolution Noe 3, the last one, reads as follows: 
"Resolved, that this Convention do urge tho Federal 
Government to bring about the complete nationalization 
of the banking system of Canada, reserving for it- 
self the sole richt to the imsuance of currency and 
the control of credit. 

"In support of this resolution may we point 
out that few disinterested people im Canada 
deny the nced for reform of the monetary and banking 
system. Bankers claim, however, that the Finance 
Act provides all that is nocessary in tho way of 
a national central banke On the other hand critics 
have roundly condemned the Act and have pointed 


to theneed for a real national bank. It is not 
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unnatural, thercforc, that a compromise, in tho 
form of amenduents to the Finanec Act, should be. 
‘proposed by some as the romedy. The amounts that 
could be adveneed under tthe the Finance Act 

against securitios alono might be limited ana 
Prevision made fox A measure of sold backing ag 
additional pyle for amounts exceeding the spoci- 
ried Limit. Or, a dacofinite minimum percentage 

of gold resenyos. fox the total Deminion note 

issue mi at be-set and advances made only 

to an extent consistont with the safcty of that 


at 


minimum. 

vg No doubt these amendments would tend to 
safequard the so1d standard in a situation 
Like. tha whielt.oxigted 2m Canada in 1929, But 
these proposals are ba'sea on the assumption that 
Canada will #0 back to the gold s tendard, and 
Canada may never. eh to that standard. It is 
truco of course hat: other amendments could bo 
devised as a safosusra if the Act wore operated 
under paper money conditions. Admittedly the 
Act could be so changed as to remove the dangers 
inherent in it under any ané all conditions, 
but even in a harmless fom it would not be 
a national bank.e Governments and civil servants, 
as syeh, would have neither the time, the 
inelination, the machinery, ner the qualifications to 
operate the Act as a benke On the other hand, 
if properly qualificd administrators and the 
necessary banking cquipment haveto be provided to 


make the Act effective, it would be more reasamable 
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to tako the final step of ercating a genuine national 
central bank. 

A more valuable proposal is that made by "A 
Canadian Banker" writing to give the point of view. 
of Canadian chartcred banks on the question 
of o conbral bank for Canada. Instead of a central 
bank he advocates the sctting up of a permanent 
economic advisory committee. "This committee", he 
says, "should bw composed of the most intelligent, 
oxpericnceed and practical men it is possible to 
secure." He would go outside of Canada, to Great 
Britain - presumably anywhere - to get a suitable 
personnel. Summarized are his main ideas as to what 
such a committee would do: 

1. Concentrate its efforts upon finding the 
best way through the maze of troubles in which we are 
entangled. 

2e Examine and pass judgment dispassionately 
upon various plans advocated, and experiments 


being tried clsecwhere. 


3, Advise the Government re manipulation of the -- 


rate of interest on loans under the Finange Act. 
4. Make possible an intelligent attempt 
at exchange rate stabilization. 
5. Make for general stability by creating 
an enlightened public opinions | 
6e Represent Canada at international economic 
tty ir heonlls or act as advisers to official delegates — 


to such confercenees e 
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With the ereator part of this proposal this 
Federation is in hearty asreoment. Tho general nature 
of the personnel which "Canadian Banker" proposes for hi, 
committee is just what is required for a national centra 
bank. Of such duties as he would assien to the 
committee, as far as they 20, we would heartily 
-approve. Moreover, a committee of this character 
could perform those ditto admirably and to the 
very great advantage of Usmada. To create such a 
committee would be to take a big step in the right 
direction. It would mean a vast improvement over the 
oxisting systeme 
The committee would be a veritable physician for 

our sick monetary and banking system, yet asa physician 
it would have no surgical instruments. It coula 
prescribe but it could not operate. Eefore ten 
banks and the Government could bo provailed upon 
to act in an emergency it is to be Zonred the 
patient would die. Nevertheless, if we cannot have 
a complete remedy for oursituation, let us have a 
partial one, 

The proposal that is currently the most popular 
| with the general public is that our bayks should 
be nationalized. This means that all banks should 
be owned and operated as a public service. Com- 
mercial banking and the control of money and credit 
_-wovld be a state monopoly.s 

To us this is the logical and almost the inevitable 
ultimate course. To the thread-bare and discredited 
argument that state institutions cannot be operated 


as efficiently as those that are privately owed 
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ene may roply thit this is the stock areument that 
has been used down through the centuries every fate 
it has been proposed that the state should 
renove from vested interests and perform in the social 
intorest any additional function. The occurrences 
during the course of the present depression should 
be dufficiont to sive this argument its final quietus,. 
Throush its own incompetence individual enter- 
'prise has failed. Private business failed first. 
Then, throwing the responsibility for its employees 
as an extra burden upon governments, and running to 
30vernments for succor and a dole for itself, private 
business has been gradually dragging these govern- 
ments down to bankruptcy after ite 
It would be entirely feasible for tho Canadian 

Government to take over all tho banks and not do 
anyone an injusticee Tho total peid-up capital of 
the ton chartered banks amounts to $144, 500,000 
and the total resurves amount to $162,000 ,000. of the 
last paid dividends one was at the rato of 7%, one at ° 
18%, and eight at 10%. This rate is based on paid-up 
capital. "A Canadian Banker” states that on the 
basis of combined capital and reserves Canadian 
Bank shareholders received in 1932 4 return slightly 
less than 53%. If the Government issued bonds 
to tho sharcholders to the amount of the combined 
paid -up capital and reserves and guaranteed, SAY, 

evon 6% on them, the shareholders could not justly 
complain of any unfairness, particularly in view 
of the fact that they would be relieved of the “double 
liability" to which bank shares are subject. 
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Waithow should thoro be any difficulty for tho 
Govornmont in mocbing tho intorest suarangoce 
Hundreds of bank offices gould be cLosed as 
neod¥ess, facing one ahother agwoss the street 
as they derin so many places uncer: Bhe present 
PRTG 9: gompetitive system, Neither it is the 
custom af tho oes to build in cempsetition with 
One anothers, ve these and other Savings, with 
the denons trated oabibity of the banks. to pay | 
handsome dividends’ in these times of depression, 
it should n@t be difficult for a g ontralizoa, 
unificd system to pay the anterest suarante ode 
Thi® Federatien labors under no delusion 
as to the difficujty of bringing atont tho complete 
nationalization of the banking system immediately. 
Quite naturally the bankors would strenuously resist 
such a prépésal, Against it also would be the older 
peoplco and the more consérvati,ve-mitided persons . 
who have little faith in public enterprise generally. 
it is to be hoped, however, that the Spirit of youth, 
which alone would appear to be capable of lifting 
us out. of our present despordenecy, will not have to 
await. the reform which will come with the natural 
remeval of the procrastination, indecision, 
and lack of resolution inherent in the apparent 
senility that now guides the hands of sovornment 
and finances" 
THE CHAIRMAN : Thank YOU, Sit, The next party 
on our agenda js the Provingial parent teachers federation, 


a representation to be made by ir Se DELEA RA 


a 
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MRS. DELMAGE?: Your Lordship and sentlomen, 
contrary to the p yular beliof that a woman 
im a person of many words ‘I shall bo excecdinaly Bret 
in mr remarks, and for your sake after the strenuous 
day you have had, I hope it will prove somewhat true 
that tho woman is having the Last worde 

THE CHAIRMAN; Not quite, T.om eiraids 

MRS. DELMAGE: As the name of our opsanization 
indicates we are a group of people doing public work 
in this province. The parent toacher organization is 
a group of parents and tocachers banded together in 
the interests of the children. I would like to call 
your attention t0 the fact that the first two letters 
of the word “parent” are "pals a great many people 
have thought otherwise in the past, and have left most 
of the parents! duties to the mothers. I suppose that 
all. gentlemen on this Gommission would qualify for 
mombership in our organization. In perfect accord with 
the statement made by your Lordship yosterday, iL believe 
44 ig more important to bring up 4 family than a resolutior 
and that is a difficult business in these strenuous times, 
as was proven by a letter read this morning by wr. McGcore 
Trot is an authontic letter from a Canadian mothere 
Tt was published in one of our Canadian magazines recentlye 

A.year or g0 ago OUP orsanization in convention 
assombled accided to make a study of the economic 
situation to inform oursel¥3e and see if there wee 
anything we could @o to help. As a result of this we 
have evolved a set of policies which deal with matters 
poth cducational and otherwise in thePm ovince and in the 


Dominion. I have a copy of the polieies, many of the 
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clauscs of which would not interust you, but somo of them 
which I think will., i will lcavo copics with all of you 
and have marked with ink thosoc I think would intorcst 
you. Tho first ono reads: 
"Grcater control over the banks on the part of ar 
the Dominion Sovernmont, oxecreiscd through a 
specially appointed board or commission. 
"A earcful study of tho proposal that 2 national 
bank be created in Canada, a study conductcd 
impartially by men not connocted with the banks 
of Ganada. 
"Tho ercation of a pormanent non-partisan federal 
cconomic council comprising in its membership 
economists, statiticians and representatives of 
proup economic intorcsts, consumers ormaniaations,, 
farmers orsanizations, t rade unions, morchants organizations 
manufacturers organizations, and soforth; this | 
council to sorvo the Dominion Government in an 
advisory capacity with respect to those economic 
probloms which concern the people of tho natione" 
Wo aro not making this resolution; wo »vo asking for a-study 
of the proposal, you will notice, I sclicve the most 
absorbing interest of this generation is the welfare of the 
next generation; indecd it is tho only excuse us adults 
have for being icft alive, and because of that we are 
canvassing every possible corncr to sce where wo can do 
something to makes lifo more worthwhile for all the childrer 
of Canada, because we fool that this presentsystem of bankin 
does to some extent throaton to interfere with the education 
of our children, and we aro asking that these items be given 


your consideration. I thank you. 
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THE CHAIRMAN: We are very much obliged to you. 
There arevseveral individuals, whose names anre on 
our ar,endas The hour is getting late, but we have not 
quite rea ched the limits of saturation, but are very neal 
to ite “i 

Is Mrs Gamlin present? I presume he has re- 
tired. | 

MR» EDWARDS: May If interject one remark, my 
lord? Throe times this afternoon reference was made to 
a Letter in the press. Y would not like your Guittile 
sion to leave with the thousht that milk was not on the 
relief list» T had some difficulty with regard to the 
price of reliof milk, and in the month of April, ny think, 
Mayor Taylor "slipped 4 fa st one over on us” when he 
had printed two hundred and cishty thousa nd credit 
tickets for that particular month. | | 

THE CHALRMAN: We are very glad to hear that. 

Is Mr. Wellington Sykes 4n the room? Apparentl 
he has also retired. | 

We will hear now from Mr. Richmond. 

MR. RICHMOND: My lord and gentlemen comnissiones 
f° am Very pleased today that you allowed me to come for= 
ward. I have been confined to my pod for the last thre 
days and I was almost in despair, that I could not set 
down to present a few words to the Royal Commission. I: 
am coming very late, I believe, on the program, and have 
heard a wreat many angles to this edeuenton 

I may say that 1 pelieve I am representing what 
would be considered as the tunknown"-of the citizens of 


this great country, who has nover sought for representae 
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You have listencd to the various orvzanizations 
and I have presumed to come pefore you to express my 
opinions. I have been in this country for thirty 
yearse — I spent five years in South Africa, and I have 
travelled through Australia, and this country twice, and 
I have investigated fully the bk Snes conditions here, 
which resulted in my settling in the northwest thirty 
yoars a0, when there was 4 areat inflow of immisgrants 
into this country. 

I have been employed at times by the British Nort 
Ancrica Bank; I hav. worked in the bank; I have worked 
in lumbcringz concems; 2 °".ve worked in wholesale houses 
and have prosecuted business for myself, and I presume 
you are getting information from men who have sought to 
operate a busincss as individuals in this northwestem 
country e 


I was fairly successful in Edmonton as a young 


man e Tho real estate boom wa s at its height thirty 
years agO0e5« When I first came to Vancouver I purchased 


some real estate, and eventually transferred it to Hdi- 
yaonton. I got it all there and I found myself with ~ 
43,75 to start business with. I started business, and 
in four years I made a profit of six thousand seven hundr 
dollars. T moved to Vancouvere My ana at shat 
time was, I may say, as 4 young man, practically unlimit¢ 
I refused to take credit from the banks because I found 
the danzer in competing with the business as it was then 
srowinge 


I found myself in Vancouver. I had a stock of 
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about fifteen thousand dollars, but I found it impossible 
to operate and to pay expenses and to make a profit, whic: 
would enable me to stay in business. I traded my asset 
and squared up with my Creditors to the best of my abilis 
I have never gone bankrupt. 

The war came One IT boutht some property on the 
Kingsway, one of the leading highways 4n this city, and 
I paid a hish price for it at that time. The taxes on th: 
property were burdensome, as they were on the property of 
others; and a great many people lost their Stdperty throes 
taxation » through no fault of their own. 1 hela that 
property, and while in that position I began to realize 
that as an individual ; I happened to be born in Trelanc, 
and my great ambition is liberty of action, 9 and I sough 
to carry on business as an individual. I found at was 
impossible actually to extend peer es: on any reasonable 
basis. 

Thore are so many phases of this. I do not want 
to take up your time to enumerate them, but 1 want to say 
that I became immediately a student of economics. 

At the same time, when the war started, I endcave 
ed to render as much service as I could to my abuntry and 
my fellow-men, and I entered the dairy business, and works 
hard at that business, and I made a success of it to the ° 
extent that I was able to keep my head above water, and 
pay my debts and live. I was not able, however, to buy 
any Victory bonds , and I found myself in the throes Or: 6s 
election, after our men came from France. 

I had been studying economics , and I felt that. 


i 


this great northwestern country was a promising country, < 
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I was inspired to enter politics. We found in the sreat 
west that the Farmers! Movement a taken a zreat impetus 
ali over Western Canada. I felt inspired that the farm- 
' 6rs were entitled to more reasonable consideration than 
they had becn receiving in the past, and here in Vancouver 
the mattcr was brousht up. PCr Oo Worl, OL) COURSE 5 lua 
number who saw the movement, but, boing an urban city, 
there was no likelihood of any man 2ettineg, olected on the 
Farmer ticket, I bad the assistance of the Honourable 
Mr. Joe Martin, one of the pioneers of Western Canada, 
who saw, at that time, the necossity of supporting the 
farmers’, theirs being the basic industry of the country, 
and I said, "Well, I will undertake the burden of placing 
myself before the electorate". I had the best plat- 
Lorm suppoet inv thesciay ofiVancouver of any political 
Or 2ni 245. ons I placed our matter entirely before the 
people, but when it came to clection day, I received 444 
votes . soy Thad, to sell my) best cow bo pay the two 
hundred dollar deposit, and all my criry wont for my own 
expenses. One man did offer me fivo dollars to help me 
out, but I spent my own money in that election. 
I continucd to study the causes of our troubles in 

Canada . Mr. Ma ckenzgie Kine was clected; he assumed 
the responsibility of ecvoerminent of the icount ry.) He wwas 
not entirely free to carry on the sovernment of the countr, 
without the support of the Farmer Party, which I had en- 

deavoured to represent. That Farmér Party larzely in- 
fluenced the policies of the government for the succeeding 
em and to a larze extent sot for this country the in- 
fluence which I felt at that time would be very helpful 


to the farmers, and that was to assist the development of 
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this country by makine the implements of production as 
cheap as possible for the producers and farmers, and ther: 
by cnabline the people of this country to sell their pro- 
duct on the world's ma rkets in competition with other 
countries . That was accomplished to a large extent. & 
tariff was reduced considerably, and Mr. Kine!s government 
kept in power for a considerable time. 

in the course of my studies, I made this discovery. 

THE CHAIRMAN: Mr, Richmond, we really have very 
little time left now, and while many of these topics are n: 
doubt very interesting, we must keep to the practical ques- 
tion before us. I had hoped you wore CO¢n ae GO say re 
thing about your experiences with banking. A of aren nr 
election expericnces and your youthful experiences are no 
doubt very intcresting, but I would like you to confine 
yourself to the subject we are discussing. 

MR. RICHMOND: Very well, my lord. I: had no idea 
i had spoken so lons-.- 

THE CHAIRMAN; We have two speakers to follow you, 
and we would so appreciate it if you would confine your- 
self to the practical question, We have had a hard day 
and really must get through. 

MR. RICHMOND: I made my discovery in 1925, of what 
I believe to bo the cause of the trouble in Canada. I se 
mitted the reasons to the Honourable the Leader of the Oppo. 
sition eight years aso. It was in tc form of a memorandun 
which is too lengthy to present to yOus~= 

SIR THOMAS WHITE; Much. 

MR. RICHMOND: Be but this is a copy of an article 


which was written then, I still believe and maintain that 
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that article is sound. It was recoived by the Press in 
this city; the headin, eamc out "Inflation": that was 
Gight years aso - “Inflated Currency". 

Now, 1 46 not Iiko the word “dnflation™,. -1 do not 
ROLieVGe LM Sr Lock. it is not the proper word “co USC. 
LI came to the coriclusion, my lord, that it was not tho 
tariff question which concerns Canada, but it was the 
monctary question, and I set out to find out where the 
trouble was. 

L believe, my lord, I havo discovered what that 
reason is. iL do not consider it ecvisable to presont 
that’ reason before a public body; 1 ovlicve it is, a:mattor 
of State, and one which should be handed over to a Privy 
Councillor, or those who arg in diruct concern with the 
sovernment of the countrr. 

Thore has been so much developed along that line, 
that I may further state that I have information to prove 
just now that + am on the right track. 

For instance, I will sive you an authority for my 
conclusions. Professor Jacob vanver, of Chicaso Univer- 
sity, wno has written some exhaustive matter on "Canadian 
Balances of International Indebtedness". hati 
written from the statistics supplied me by the Department 
at Ottawa, and I discovered certain thinzs. 

You heard this morning a ¢r..t array of matter 
from Mr. McGeer.s I do not. want to ss: that Mr. McGeor 
has said everything that I want to endorse, but I must 
gay this; that there is no man in westorn Canada, or in 
Canoda today, who has presented a groater array of 
statistics , which are to the point, and which will 


bear investization, but I hold this, that it depends 
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largely on our worduet with economics, to use that matter 
to the vest advantage of this country. 

I ado not consider it wise tc spend the time that 
Wir. MoGeer did today, before you learned gentlemen, on 4 
question of this kind. I believe that when Mr. McGeer 
travels still further in his studies, he will ma ke 
further discoveries, whic will cause him to eliminate 
the matter he nas presented vo you todaye 

For instance, he tells you of the enormous indebt- 
edness of our countrys I point out to you gentlemen thiss 
Who are our debtors? Who are we sndebted to in Canada? 
Tpeey,, BE re, without fear of cortradiction that the 
people of Canada today are largely their own debtors, 
through held ing yolioies in Tnourance Companies of this 
country. We cannot get away from that fact, that almost 
every man in this country, more or less, is holding an 
insurance policy. Tt is from the insurances policies, 
that our municipalities, our Provinces, and other podies, 
have borrowed their monies, which has ereated this 
collosal debt, and roboay has given 44 to them, only the 
people themse lveSe 

Sy we are in 4 very complex situation, so far as 
this econcmic tragedy has c cine tO US. 

T want to say this - just a few points in the course 
of my study: IT presume I am speaking to gentlemen who 
represent panking institutions, as well as other in- 
stitutions. 1. do not go at all, for 4 moment, to criti- 
eize our banks. IL believe we have the most honourable 
and we ll-ocnduc ted snstitutions. There are faults in 
every institution, and I do not want to place any blame 
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institutions, and I do not want to placo any blamo on the 
bankers, I want you to understand that I place the blan 
for the ills of this country upon the shoulders of the 
people themselvas, and not upon the bankers. I take the 
stand that the sovernment and those rosponsible for the 
sovormment, have permitted tho bankers to possibly over-d" 
their position, and the position it was intended they shot 
attain, and which was siven to them in the British North 


America Acte 


I want’ to present’ thie ons question. That is in 


Ae 


revard to call loans. T have a statement before me 
which is a compara tive statemcnt of totals from 1918 

to 1923 ~ one docade, I chose that, because it covered 
a period of history in Canada which covered, I bolic, 
ono of our zrcated periods of progress, ~ I mvan the 
increased amount of wealth in that time. I believe that 
Canada inecreascd her w ecalth more in that decade than in 
any sther decade ~ from 1918 to 1928. 

In 192 8 the bubble burst, as it were, and we have 
not bcen producing as we were sincc. tT want to show ther 
fisures to you, and I feel that the banking system during 

hat period did not kesp pace with tno freausvrve . tre. of 
She country. I believe that. 

I will tive you my reasons for that. For in- 
stance, in 1918, we havo three hundred and fifty-one 
millions of specie and Dominion notes . As an Economist, 
I look upon that a s the most important factor in the life 


of the country, in the intercsts of the producers and the 


workors . I do not desire to emphasize the values 
of ercdits -« ’ bolicve that credit has boon tho cause 


of our doynfall, ond of placing us whore wo arc todaye 
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In 1928 « ten yoars lator - with tne ercat in- 
crease in the wealth of our country, the sreat increase 
in tho national concumption of our people, and the ereat 
inereaso in the need of an increased currency to exchansc 
the wenlth of this country, wo find that from 1915).%9 
1928, the species and Dom.n’.on notes have beon reduced 
to two hundred and sixty-fowr millions. Instead of in- 
creasing the national wealth,ana inercasing the production 
in the country, the species and currency decreased. I wan" 
you, my lord, to take varticular note of that. That is 
one point I want this Commission to take notice of, that 
the banking institutions did not go to conform with the 
sndustrial development of this country. 

And the same thing applics to the paid-up capital 
of the banks. In 1918, banks, one utndred and ten 
millions, increased to one hundred and twonty-two millions 
That is only twelve million dollars in the <Yeat institutt 
of Canada, when the wealth of the country increased from 
twenty biklions to thirty billions of dollars. T want 
you, my lord, to take neve of these things. 

There is also the total assets of the banks» The 
assots of the banks in 1918 were two billion, four hundrec 
and thirty-two millions; in 1928, they increased to three 
billions, three hundred and twenty three millions. There 
$3 a considerable inerea se in this, and that increasé in 
assets, you will find, Lerdtarcely. used by the banks in th« 
sntcrest of the shareholders ana those in the banking sys- 
toms e We find, in that great amount of money which has 
been used, that ninety percent of i* 43 in the’ form of 


ob 


liabilities to the Canadian people; that i3 to say, that 
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the bankine institutions of this country, is cnjoyins the 
use of ninety dollans in cvery hundred; that ninety dol- 
HOES OMe of Cvery hundred dollars » has been for the 
benefit of theo Dbankins institutions. 

Now the game thing applics to loans, etc., and I 
will mention Particularly, "call loans’, Tf think I have 
referred to that before, & sisnificant thing, very seldom 
touched upon by our public men, and which was a most ime 
portant matter in relation to the Growth of this country. 

In this great westerm country the ery always was, 
"Wo want more capitals; we want more money; we want to 
develop our Pesourgees; we want to develop our cities", 
Undoubtedly, as I said Scfore when I was trying to explain, 
my lord, I travelled this country, and no one knows better 
than the bankers themselves, that we have the sreatest 
course of real wealth of any coun bry in the world. ‘There 
is no doubt it will be Setter, and I think our 
municipalitics and our ¢itics will eet all the eredit 
there is. Now, what do we find - 

THE CHAIRMAN: Mr, Richmond, we really have 
all these facts before us and I think vocally you micht 
assume that we have these very Scrious matters 
fo irly in our minds, without their being recited 
ah I am anxious that two other gentlemen should 
have the opportunity of beines hearde They have been 
Waiting all day, and you have now Deen speaking for 
over half an hour, 

MRe RICHMOND: I would like to finish about 
the call loans. Thoy inercased to two hundred 
and scventy-fivo million dollars, which is, to a 


stucent of banking a inmost important q uestion for 


ae 


* 


»q duo etal 


pee 


ag Re ' 4 ; 4 re 


oak Zpagey Reset ht 
t e 


“ 
* 


Le ad ¥ 


¥ ee 
F ides 
¥ toe Sa pis Pia ae ae 
Bie (pales SORE eS Bes 
i ‘ alte Be ME 
Ley 
ie 
t 7 
“: iar | 
oe aL eee ck 
A ae WA ¢ 
wee ei : 
Pen ee 
aoe) ares 
. seit 1k ‘ = i 
capes 


a 
igs 


ieee a ao D 
at fo a af al 


La a 


Ane cris oy) 
erent -*, 


(aa By etn 


« 
a spike <td a ay 


re, + Pus eee 
Cat 


1 
Pasadas 
te ae 


4 


- 686 

Canadians, inasmuch as two hundred and seventy-five 
millions of call loans in Now York or outside of 
Canada ig cquivalent to gold which was lent to this 
country during the grcatost stock bubble ever known 
in the worldts history, and I believe the Canadian 
Bankers were largely responsible for placing that 
money in the States, while our own people have to 
so and borrow the money back from that country. 

I thank you very much for yourcourtesy, and 
if you will only pay attention to one or two of these 


items i shall be very pleased and gratefule 


(Page 690 follows) 
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THE CHAIRMAN: Is Mr. Davidson present? 

MR. D. A. DAVIDSON: Yes Sir, 

THE CHAIRMANs Whom do you represent, Mr. 
Davidson? 

MR. DAVIDSON: Just myself. 

THE CHAIRMAN: A very exccllent constituency. 

MR. DAVIDSON: -Lwould just like to read a 
paper. 

THE CHAIRMAN: Wtuld it be too much to ask you 
to leave it with us? Ws will undertake to Pend: Lt. 
Will you be content if we take it and read it our~ 
selves, You can hand it in to the secretary and if 
you wish it put on the record we will see that that is 
done. 

MR. DAVIDSON: That will be satisfactory, my 
lord. 

(Memorandum of Mr. Davidson follows.) 


Vancouver, B.C., 
Pp \Atieves 16, 1965, 


To the Hon. Chairman and Members 
of the Banking Commission, 
Vancouver, B.C. 
I beg to submit the followings 
Le loam jin fevour’ of 2 nationalized banking 
System, but only revard it as one step towards 
a technocratic, Socialistic, or co-operative 
state. 
ee I do not think that a nationalized banking. 
System woutd succeed under the resent social 
order because, 


(a) Our social order is highly detrimental 


to the welfare of the people. 
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(b) A nationalized banking system could not 
function properly unless our social order is changed. 
4. Our Social order is collapsing because, 

(a) Of inability to sell surpluses of production. 

(bd) Of inability to furnish employment to the masses. 

(c)} Of the thoughts and amtions of an ever 

increasing mass cf people in favour of a change 
in our social order. 

4. -There is no hope for the present social order to 
continue becuase, : 

(a) Of the impossibility of selling surpluses of 
produetion in the future. 
(b) Of the impossibility of furnishing employment 
to the masses in the future, 
(c)} Of the awakening attitude of mind of an ever 
increasing mass of people who wish a change in 
the social order. 

5. There must be a commonwealth of nations, or else 
emigration from countries that are not self-.. .- 
supporting or very nearly so. 

656 Hhecommendations: 

(a) That immediate steps be taken to 
le. Nationalize the panking system. 
2e Loan through the national cank to the 
provimes, cities and municipalities, 
amounts of money, without interest, and 
based on the credit of the country, not 
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debts, but sufficicnt to allow them to 
ongage in useful public works on a 
large scale, 
6. 5. If necessary, conscript wealth. 

4, Obtain 211 necessary information and 
do all necessary things to prepare 
Canada for a technocratic, socialis- 
tic or co=operative state. 

It is my humble opinion that these things 
be done as far as possible without delay in 
order to preservethe country from going into a 
state of anarchy. 

I am, gentlemen, 

Yours respectfully, 
(Signed) D. A. Davidson. 

THE CHAIRMAN: Theo next name is that of Mr. 

Be Se Woodward. 

MR. EH. S. WOODWARD: Rather than address you 
at this late hour I will prepare and submit a written 
memorandum. 

THE CHAIRMAN: That would be a very merciful 
course, I think. 
| MR. WOODWARD: You will fina my document will 
be very concise and directly sto the point, I hope you 
wilt also find it persuasively written. May I say I 
think far too much attention is being given to the 
benking system and not enough to the System of cure 
| rency. Were the basis of our circulation in Canada << 
J om referring to the nute issue of the government -- 
made in such form that it must irresistibly circulate, 
it never need be withdrawn from circulation, and that 


is a suggestion which can be easily acted upon, and it 
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would eradicate many of tic troubles we are now 
suffering from. 

THE CHATRMAN: You will put that in your 
memcrandum? 

MR. VCODVARD: Yes, It is easy to have a 
circulatirg medium which is under compulsion to cir- 
culate and your banking system will readily adapt 
itself to that medium as it has done to the medium 
through which it is operating to-day. 

MR. Js He COPPING: My lord, ma’ I express a 
few words of appreciations. I have sat here two days 
and I have not missed anything, I forego my oppor- 
tunity of presenting something to you because I take 
it that if I send in my views to your secretary you 
will give them your mcst earnest consideration. There 
are just one or two angles that have not been covered, 

No one ean say. that this Commission has attempted 
to shut off anyone. They have given everyone the 
privilege of being heard, and that is one aspect of 
this hearing that Il appreciate as a Canadian, that you 
have tried to choke off nobody. You have listened to 
everybody and some of the things that have been sub- 
mitted it would have facilitated the proceedings if 
they had simply been handed to the secretary, because 
Ll am sure they would be read, ‘Vhen you leave this 
city we wish you all success on your trip through 
Carada, and we hope that when your report comes in it 
will do something tc help Canada. 

THE CHALRMAN: On tehalf of my colleagues and 


myself I wish to thank the gentleman who has just 
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spoken for his very generous words, It sometimes is 
rather a difficult task to sit through long days of 
hearing evidence, but I confess I have had a very 
varied diet while I have been here, and they say 
variety in diet is good for one's constitution, As 
the gentleman who has just spoken has said, we have 
given the opportunity to every person who has sent in 
names, either as individuals Or as representing public 
bodies, of expressing their views or sending in a 
memorandum. LI think in that wey we are serving to 
the best of our ability,in seeing that we have before 
us the varied views of all Classes, 

in taking leave of you as I now do, beacause 
we ape going to adjourn and I procc.d tcnight. to 
Calgary for our next sitting, may I just express my 
indebtedness to you all for your assistance and for 
the pleasure which we have enjoyed in our two days in 
your midst, I hope as the last Speaker has just said 
that our labours may be rroductive of some good for 
Canada's welfare. 

Mi. McGEER: May I read into the record or 
hand to the reporter some sections of the Macmillan 
report to which I have referred? 

| THE CHAIRMAN: Oh, by all MEANS « You will 
hand them in? ) 

MR. McGEER: Yes, 

THE CHATRMAN: Thanks very muche 

MR. NeGEER: They are referercas to s ections 


which in my submission justify the nationalization of 
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the credit of Canadas | 
THE CHAIRMAN: By all means hand them in. 
(The following document was handed to the 
reporter for inclusion in the record) : 

MACMILLAN REPORT FINDINGS 

In the main, the general conclusions I am 

offering to that end are supported by the report 
of the Macmillan Committee filed with the British 
government in 1951. Of that report, despite its 
length and the confusion of compromise and contra- 
diction it contains, Sir Jcsiah Stamp has rightly 
declared: 

"The report ts casily the best up to 

date text book on the financial systems © 
There is more here of intelligible ex- 
position than can be found elsewhere.” 

As I read the report, it marks in an epochal 

way the beginning of economic planning for the 
British Empires In the following selected pass= 
ages of the report, its authors have accurately 
defined the means of establishing a sound mone=- | 
tary system and the most pertinent remedies that 
are available and within the realm of ita Benin 
politics for the alleviation and cure of our 
existing economic ills: 

1. "The monetary system must be a managed 
systeme The major objectives of a 
sound monetary policy -~ the avoidance 
of the credit cycle and stability -~ can- 
not be attained except by individuals 


placed in a position of unchallengeabls 
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independence." (Section 280.) 

Bankers permitted to profit out of the 
management of credit cannot satisfy these require- 
mentse The existing banker management is con~ 
demned out of hand by this finding. 

The Committee recognize that the truth "You 
cannet serve God and mammon" applies with equal 
force when it is applied to bankers’ and the peoples 
in short, the bankers cannot serve themselves and 
the nation at the same time. In placing the 
management of the monetary system in the hands of 
men of "unchallengeable independence" is to be 
found the cure for the fundamental defect in our 
system. If we cure it the remaining problems 
will be much more readily and effectively solved. 

The conclusion that the remdy for the exist- 
ing depression is to be found in an independent 
management of the monetary system that will in-« 
crease the volume of purchasing power in circula- 
tion lays down the central fundamental necessity 
of a sound monetary system, but eins not all 
that is necessary, as the following conclusions 
of the Committee indicate; 

2. "The best hope of a remedy (for the exist- 
ing depression) lies in a monetary policy 
designed to increase the volume of pure 
chasing power, to decrease interest rates, 
and to stimulate the spirit of enterprise 
and the volume of sete ida (Section 


118 and Addendum I, section 2.) 
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"Since the bankers as a whole under 
banking practice maintain a cash prom’ 
portion of deposits of roughly 10 per 
cent of the cash, the bulk of the do- 
posits arise out of the actions of the 
banks themselves, for by granting loans, 
allowing overdrafts and purchasing securi~ 
ties, a bank creates a credit in its books 
which is the equbalent of a deposit." 
(Sections 71-74.) 

"Tt is not necessary that the volum of 
note issue (or the creation and issue of 
national bank credit) should continue to 
be regulated as it is now by reference to 
the amount of gold held in reserve. Gold 
should be held primarily to settle inter- 
national balances and not to support 
domestic note issues. There need be no 
obstacle to the creation of a much in- 
creased volume of purchasing power with- 
out any increase in the supply of gold." 

"In the modern world acid plays in the 
main only an indirect role in the deter- 
mination of the level or prices because 
the circulating medium consists overe- 
whelmingly of paper money and bank de-~ 
posits." (Section 45.) 

"Tf governments pursue an inflationery 
policyy iees, meet expenditures not out 

of revenue but by the issue of paper cure 


rency (or the creation of credit in a 
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national banking system) forces are set in 
motion increasing profits and wages end addi-~ 
tional spending arises. én expansion of 
credit and currency has a tomplicated effect 
upon the price level. 
"There is nothing inhercatiy impractical in 
the exercise of the government's power to de# 
liberately control the price level, We 
should be ready to attempt the task and to 
gain experience by practice." (Sections 24, 
Sues 
"If the view could be generally accepted that 
gold reserves today are held solely to meet 
temporary defloietoits tn the balance of inter- 
national payments, and if their amounts were 
determined by what was reasonably necessary 
for this purpose, this would be the greatest 
safeguard we can imagine against the risks of 
a future shortage in the supplies of gold 
relative to the natural growth of the world's 
money income.” (Section 340,) 
"The vicious circle ig complete, The decline 
of new enterprise has reacted adversely on 
profits and prices, and the low level of 
rices stands in the way of new enterprise. 
lt is for this reason that some of us think 
that in the domestic field it may be neces~ 
sary to invoke governmental enterprise to 
break the vicious circle," (Section 316,) 


"It appears to us, therefore, that, if im-~ 
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ports were to be controlled, whether by a 
tariff with Sposa Gion for experts, or by 
Import Boards, or in some other way and home- 
produced goods substituted for them, there 
is a presumption, so long as present circum 
stances last, that this would mean a net in» 
crease of employment and of national producti- 
vity. Into the rate of the tariff and the 
Glasses of the articles affected we cm not 
enter." (Section 414) 
"For these reasons and also because relief 
would be given both to the budget and to the 
balance of trade, it would seem that restric~ 
tions on imports and aids to exports would run 
well in double harness with the other class of 
remedy which we next discuss, namely, schemes 
of capital development. Por ab Le opviows 
that the whole of the resources required for 
capital development at home are necessarily 
found within the country and as a result of ou 
own efforts and sacrifices, except in so far 
as their effect is to diminish our net foreign 
surplus, whether by decreasing our exports or 
increasing our imports. Thus the "burden" of 
such sate for which we need to make special 
provision is exactly measured by the undien on 
the balance of trade. If, therefore, we were 
to expand investment at home and control ime 
ports, we should get the favourable effects of 
both schemes on domestic employment and avoid 
the disturbing effects of both on our inter- 


national balance, (Section 45.) 
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11. "The objections which have been advanced agai nst 

an unqualified acceptance of this conclusion are 
the following: 

(4) It has been argued that it is not possible to 
ensure that any particular scheme of inwebinont wil’ 
mean additional : xpenditure. It may merely cause 
a diversion of finance and of rdsources from differ 
ent expenditure which would have occurred other-= 
Wise. If the national productive resources were 
fully occupied, this might be the case. Or if 
the bankdrig system were to limit the volume ren 
eredit in a certain way, it :ight be the ses. 

But in present edrctimstances, when the =e 
limit on further capital output is far from 
reached, there 20 no reason why the action of the 
banking system néed stand in the way of additional 
investment, unless this investment was throwing 
too heavy a burden on the balance of trade -- a 
contingency which we deal with pelowe For the 
theory that there is in any sense a fixed loan 
fund available to finance invdastment which is in 
all Widen cet hee fully employed, or that the 
sunt of the savings of the public always exactly 
correspond to the volume of new inyvostmentsetes 

we think, mistaken. At one time some suck view 
as this appeaps.to have influ naced British policye 
fi a qauestfonnaire from the International Labour 
Office in 1927 the British government replied: 

'The decision taken by the government at the end 


of 19% to restrict grants for relief schemes was 
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based mainly on the view that, the supply of 
capital in this country being limited, it was une - 
desirable to divert any appreciable proportion 
of this supply from normal trade channels.'* 
The Treasury White Paper, Cmd. 3551, D- 43, 
was also capable of interpretation in this sens¢e 
We gathered, however, from the evidence of Sir Re. 
Hopkins that it would be a mistake to attribute 
this view to the Treasury at the present time 
(ii) It has been argued thats whilst investment 
spontaneously undertaken by private industry 
would help employment, there may, nevertheless, 
pe some offsets to schemes deliberately engineere: 
by the government. For the effect of such schem 
on the minds of business men might be such as to 
make them less inclined to launch out themselvese 
This might be true of tunfair" government~aided 
schemes, by which some private firms received 
assistance from which other substantially similar 
firms were debarred. It might also be true. that 
business confidence would we injured if the 
government were to sponsor obviously wasteful, 
foolish or extravagant projects. But in general 
provided the schemes are wisely selected, we see 
no presumption in favour of the Aa ped that “offic 
investment necd seriously compete or interfere 
with "unofficial" investments Indeed, on the 
contrany, if "official" investment is successful 
in restoring the volume of output and of profits, 
this may help to restore the business optimism 


ee TSR IN ie eR ci 
%*"Unemployment and Public Works," International 
Labour Office, 1951; peod. 
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which is a necessary condition of expansion. It 
may be that a dose of "official" investment will 
be helpful in breaking the vicious circle and 
restoring the conditions in which we can again 
increase our reliance on normal Nunoffietal" 
investment, 
(111) It has been objectcd that the tendency of_-- 
such somone will be in the direction of raising 
prices in this country ana thereby hamper our 
©xport industries in their efforts to retain their 
hold on foreign markets. tr our available plant 
were fully occupied, there might be much force in 
ite Bat: on existing conditions, we do not doubt 
that output could be expanded in many directions 
in response to an increased demand with an insig- 
nificant inerease in price. Indeed, some wit~ 
nesses have gone so far as to maintain that, Lf 
output were to be inereased, prices would be re- 
duced, basing themselves upon the lower cost per 
unit of production when plant is fully employed. 
In any case we should attach limited impor 
tance to this objection because, in so far as oute~ 
put cmnot be increased except in response to a 
higher level of prices, this objection applies 
equally to all remedies for unemployment of 
whatever character, except those which involve 
a reduction of wages, 
(iv) It is sometimes argued that home investment 
may not only embarrass our export industries for 


the reason just discussed, but will also put.a 
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fresh burden on our balance of trade, because it 
will tend to increase our imports, both to furnish 
raw materials and to provide for inereased consump= 
tion, particularly of food, by the newly employed. 
This is clearly, to some extont, the ease, But 
there again it is an objection which applies to 
all remedies for unemploymente Any increase of 
employment is likely to bring with it increased 
imports of the raw materials of our industries and 
of the articles of working-class consumption. But 
this is scarcely a reason for not providing employ-~ 
ment. The point is to be regarded, rather, as a 
reason for not embarking too rashly on large~seale 
schemes without arranging at the same time as to 
how the necessary increment of imports is to be 
pald for, 

It is at this stage that considerations which 
are more of a monetary character come in. ae, 8 
thé business of the Bank of England so to regula te 
our net rate of foreign lending that it does not 
Seriously exceed our available trade balance, A 
recovery of domestic output must, when it occurs, 
present the Bank with a problem of this kind, But 
Schemes of capital development would have to be on 
a larger scale and mature with greater rapidity than 
is at all probable, before they would present the 
Bank with too heavy a task, unless they were to be 


undertaken simultaneously with a general breakdown 
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of confidence due to other CAUSES. We are sttii a 


creditor country 6n a large seale, and it would be 
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an overwhelming condemnation of our present methods 
if proposals for incroasing employment were to be 
rejeeted on the ground that we cannot pay for the 
raw materials which the mon would handle and the 
additional food, etces, which they would consume, if 
yhey were to be brought back into employment. 
(v) It is feared that Stategaided schemes are like- 
ly to put some burden on the budget and therefore to 
lead to the evils of increascd taxation,y If, how 
Cver» we lump together -- as wo should for the pur- 
poses of this argument <- the budget and the unem- 
ployment fund, we fecl quite confident that the 
relief to the Unemployment Fund and the additional 
yield. of ytaxe tion, resulting from the increased 
employment provided by the schemes in aipadonls 
would materially outweigh the dircet cost of the 
schemes ® the statcé.e 
(vi) <A final objection -- which may, we think, 
have weighed with the Treasury -- is based on the 
possible effect of loans, made or Sponsored or 
guaranteed by the government, on the rate of 
interest on British governmont securities, with 
the result of postponing the date at which large 
economies can be secured by a conversion of the 
war debt to lower rates of intcrest,. 

This is a natural, but nevertheless dangerous, 
pre-occupation, Over any short period it is 
evident that the prices of government securities may 


be affected hy competing issues. But it is an 
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exact inversion of the truth about the rate of 
interest to suppose that it can be reduced by 
refraining from new capital investment. Apart 
from the short=period fluctuations around the 
equilibrium position, the rate of intcreest must 
tend to fall as the accumulated wealth and pros~ 
perity of the country in the shape of eapital 
assets increase ss The coun trary view is based 
on some duh fallacy as that "surplus" financial 
resources ean be gradually built up) unembodied in 
any physical forme. It is supposed that if we 
"save" a part of our current 4Inéome and ao not 
"use up" theso savings in capital schemes, we can 
in some way hoard then up for use at a la ter date 
and that Sees "accumulated" savings will gradual - 
ty Strengthen our "financial" position. These 
ideas are probably derived from a fal se analogy 
between the position of a particular individual 
or firm and that of the community as a whole. 
For a particular firm can clearly accumulate 
aks he gv ivies ue resources, unembodied in any physical 
form so far as the firm itsclf its coneerned and 
~sonstituting realisable claims on the rest of the 
community. But a little reflection will show that 
the communi ty as a whole cannot increase its 
"Liquid" resources by the various members of it 
building up claims szainst one mother, 

We have dwelt fcr a moment on this highly 
abstract point because mistaken ideas about it may 


be the explanation of much latent, unexpressed 
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hostility or reluctance to the genwral idea of 
organized capital development. It is one of the 
cases where uninstrueted commonsense tends to 
believe exactly the Opposite of the truth, 
(Section 47.) 

There is the more reason for this, in that the 
problém of finding an outlet at home for a sub~ 
stantial proportion of our current savings is 
likely to be with us for some time to come. We 
recommend, therefore, thet we should now attack 
the task of Capital Development in this country in 
& much more systematic and farsighted manner thm 
hitherto, It should not be an objection to a 
scheme that its execution will be spread over many 
years or that the period of preparation will be 
somewhat prolonged, After several years of living 
from hand to mouth, a point has come when it need 
not be considered an imprudence to look ahead. 
(Section BO). 

It falls outside our scope to proceed to details in 
& manner of this kind. But we may illustrate our 
argument briefly: 

(i) A considerable part of the larger towns and 
industrial centres of the country need re-building 
and re=planning on a comprehensive scalé,s At 
present they offer neither beauty nor convenience 
nor health. Much of the industrial housing of 
the country is of an age when buildings of 


that character are, of necessity, only fit to be 
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refitted and replanned on modern lines, at the cost 
of a substantial Cp ital expenditure, In several 
cases, there is much to be said for replanning m 
industry as 4 whole. Apart from tariffs, and the 
like, we see no roason why our Staple industries gs 
Should wait befor “itting their house in order, 

In cases of proved necessity, we Should nofé be 
Opposed to measures of compulsion, in conjunction 
with the provision of adequate and cheap finance, 
It may be that we should develop an improved or-« 
Sanization for handling all matters of this kind. 
It would be outside our Scope to pursue this 
subject in Geta | Bat we think that efficiency 
and forethought might be much increased if a body 
were to be set Up which might be designated the 
Board of National Investment,‘ in the hands of which 
all matters relating to the deliberate guidance of 
Schemes of long-term national investment would be 
Concentrated.” This Board might be entrusted with 
the duty of raising funds not only for the local 
authorities which now borrow through the Local 
Loans Fund put also for other local authorities 
including municipalities, for the telephones, for 
the roads ana for such further schemes of national 
development as those which we have suggested above s 
But this is a big subject and it would leaa us too 
far afietd to develop it ag it deserves, 

(iii) The recommendations of the recent 

Committee on the electrification of the Railway 
System obviously deserve the most careful considera-~ 


tion in this Connection. (Section 51 «)’ 
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The fundamental objection to these ex ecdients, in 
the minds of those who dissent from them, is, 
however, on a different plane of thought. They 
Consider that all these devices are merely tem 
porary shifts to enable us to postpone facing 

the problem, which sooner or later we shall be 
compelled to face, namely, tht our money~costs 
of production are too high compared with those 
elsewhere; whilst at the same time they are of a 
Character which, to judge from experience, are 
often used unwiscly and may remain as an incubus 
On our economic Syston long after their special 
purpose has passeq AWAY. (Section 52,) 

The ultimate differences between those who feel 
this and those Who think that it is worth while 
to gain a breathing Space are not so much matters 
of theory ag of the practical Judgment of pro» 
babilities and of what is most prudent, But we 
Suggest that a heavy burden of proof lies on those 
who cannot join with us in our plea for efforts 
to increase activity rather than to reduce stm- 


dards, For if we can do what we are doing with 


We are impressed for many reasons with what seems 
to us to be the Greater wisdom and prudence of 
concentrating SubID selene oe On constructive 
Schemes for encouraging national trade and afin tes 
development rather than on efforts to drive down 


the general levels of salaries ang wages. Let 
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wusy in conelusi om, priefly recapitulate some of 
them: 
(411) We see no solution of the grave problem of 
social justice presented by any proposal to 
reduce salaries and wages whils t leaving untouchec 
those money~incomes which are protected by cone 
tracte | 
(iv) Even if it were desirable to secure a large 
all-round reduction of salaries and wages, we 
foresec immense practical difficulties, perhaps 
insuperable difficulties, in the way: whilst the 
social costs of an attempt which filed would be 
incalculable. 
(v) We prefer, therefore, to pin all our hopes on 
a recovery of world prices, and to strain all our 
efforts to secure it; whilst making, immediately, 
a great concerted attempt to avoid the immense 
waste of the national productive resources now 
going one i¢ tie a hopes are falsified by the 
event, much will by then have happened in the 
world, which we cmnot now foresceé. Public opine 
ion’) both here and abroad, will be ready for many 
things which it would be useless to consider now. 
And the whole matter will have to be reviewed 
again. (Section 53.) 

RESERVATION BY SIR. T. ALLEN and MR. BEVIY¥ 

We join in signing the foregoing report in the 

belief that its recommendations tend to alter the 
direction of our monetary system from the basis of 


a contractionist policy to one of expansion, but 
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desire to make the following rcservations on 
certain items, 

With regard to the terms "money costs", "wee e 
costs", and "wage rates", which are mentioned in 
various paragraphs of the roport, we may state 
that the Committee had no opportunity of cxamining 
any evidence on international wage costs, so that 
no real inference can be drawn ag to money costs 
in the different countries, merely from the figures 
of actual time rates of wages, 

On the other hand, we take the view that in~ 
sufficient emphasis has been given in the recom 
mendations to other money costs, particularly the 
effect of the deadweight debte Evidence wasgi ven 
that the effect of this is such that where i Ag WMS 
for the National Debt internal interest alone 
industry had to find 16 million pounds per annun, 
it now has to earn and hand over to the Bie se 
ert ma) tion pounds, while other fixed charges on 
industry have increased in like proportion, 

At the same time the State, Public Authorities, 
and Public Utility Bodies have had to incur fresh 
debt on the construction of public work as a con- 
Sequence of the depression and the fal ure of pri- 
vate enterprise to keep the workers fully employed, 
Hence it will be seen that Management and Labour 
are called upon to bear a burden almost too great 
for them, especially having regard to the fal ling 
price level, 


We disagree with the recommendation in para~ 
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graph 202, pago 90; 
"Nevertheless’ it would appear as if a 
most important consideration for those 
in charge of the public revenue to 
bear in mind, so long as the future 


course of prices is Vacertein, 1a the 
avoidance of any form of obligation in- 


v 


volving a large addition to the contrac- 
tual obligations of the State," 


We take the view that any such recommenda 
tion would render impossible any solution or 
casement of the unemployment situation and woulda 
hold up such necessary internal work as Housing, 
Slum Clearance, Public Works and other schemes as 
mentioned in Addendum I, 

In fact, private enterprise having proved 
totally unable GO Life atho country out of the moras; 
in which it is, there seems no alternative but for 
the State to grapple with the problem ana for large 
measures of State planning, which must involve 
further obligations, to be adopted. 

We also desire to point out that the Committee 
decided to examine monetary policy only on the 
basis of the gold standard and, therefore, no 
alternative to the gold standard wags examined or 
discussed; but we take the view that, if 1% 42 
found impossible to Bive effect to. the resomen- 
dations on internatiomal policy (paragraph 251 
and Chapter II, Part II), owing to unwillingness on 
the part af the countries concernod to co~operate, 
& point may be reached when the country may be 
compelled to go off the present form of the gold 
standard, and we take the view that the Treasury and 


the Bank of England should be considering an alter+ 
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native basis in order to minimise distrubance if 
such a contingency should arise. 

In regard to paragraph 281, we are firmly 
convinced that the great powers which the Bank of 
England already possesses, and which are Hist eee, 
plated should be developed more fully in the eee 
Cught no longer to be left in the hands of a body 
which is in form a private profit-making institu- 
tion, even though in practice it acts as if 4¢ were 
& public body. From the point of view of popular 
popular Confidence, which ig so great an element in 
these matters, we are convinced that the Bank of 
England ought to be tre sformed into a public 
corporation. While *5 should remain free from 
political influence, its governing body should not, 
even in form, be representative of $rivate stocks 
holders, nor Should ite membership be drawn very 
largely from one financial BPOuUD « We think the 
minimum change required is tho appointment of 
the governors by the crown, the establishment of 
an Advisory Council representing industry, commerce, 
VGC. Ong the transformationor the stock into 
fixedwinterest bonds, 

With reference to the recommendations in Part 
II, Chapter Iv (paragrah 4035), we join in the 
recommendation for the creation cf new machinery for 
financing industry, but strongly recommend that, 
instead of being a private per aapet ag, it should 


be a public Corporation, 
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The remedy here proposed provides that under the 
management of men of "unchallengeable independence" 
national credit may be successfully issued and circulat 
ed and that it is the only means of financing the wage 
distributing public enterprise now necessary to give 
relief to unemployment, to raise the level of prices 
and to break the vicious circle that is now closing 
and tientening its Strangling grip on all trade and 
commerce. 

The Committee segregate domestic from internations 
buying power and propose that gold shall be exclusivel 
used in settling international credit balances. The 
Committee algo recognize what must now be obvious to 
almost everyone, that international prices, trade and 
credit cannot be controlled by the manipulation of 
gold, money, credit ~ "that delicate and beautiful 
instrument, the bank rate policy," Therefore, the 
Committee recognize that if stebilized prosperity is 
to be maintained in an age of plenty, the factors of 
eredit, trade and prices must come under the deliberate 
control of national authority organized with that 
Specific purpose in view. 

The findings of fact in the Macmillan Propore, .Uri Tre 
us into the era that natural ly follows the age of 
managed currency and managed bank ercdit. The report 
recognizes that we are now in an era when our future 
progress depends upon our ability to manage national 
eredit and to control and regulate domestic and inter~ 
national trade. It is no longer a qiestion of whether 


We can do these things, the issue now is that we must 
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do them or be destroyed by our own intelligenee. 

The only criticism of condemnation of this pros 
gramme comes from bankers, their associates and allies, 
and those unfortunate individuals who think it a mark 
of sophistication to repeat parrot=like the clever 
catch phrase propaganda that bankers Sedulously put 
forth. "Keep the eovernment out of business" 43 the 
Slogm of predatory monopoly in industry, commerec end 
finance, that hopes by maintaining weak eng pliant 
government to enjoy in the name of freedom the privi- 
lege of living in opulcnee from the unrignteougs exploita- 
tion of both producer and consumer. It ig the slogm 
of the racketeer and it explains the reason why people 
are led to 2 wholesale condemnation of their ability 
to clect from themselves mon cpable of inaintaining 
the institution Of responsible government, 

We hear on every hand the cry that the electea 
representatives of the People cmnot be trusted with 
the appointment of men charged with the r esp onsibility 
of managing the nation's credit, Therefore, we must 
leave the menagement of money and credit to the tender 
mercies of such-men’ as Sir Herbert Holt, Sir Thomas 
White, Sir Joseph Plavelle, Sir Charles Gordon and 
Others of their type, Such men, answerable to no one 
but themselves, are the red rulers -f the people. They 
are the Morgans and the Mellons of Canada. 

Although we have established ag a postulate of 
common law the rule that "where the same man sits on 


both ends of a bargain there can be no trade," we allow 
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bankcrs to manage the wredit of the ndtion and tho 
People for thei own gain end profits The disasber that 
was inoviteblo ig POPtr. 

We are told that we cannet roly upon the power of 
Bovernment to greate and Clpeulate “Onvy and credit free 
from interost charges bucaug. 3+ Weld isme and cipe 
culate too much, therefore, we mie * maintain a prive te 
MONA Pencnt~ that ad¢atrovs UPCgeess and pPesperkty biy 
issuing toy little and Charginz too much» That kina 
oF reasoning is tantamount to arguing that beca se an 
autanobiile might be ariven COT iG Geta iyi d de Should not 
be driven at aa 

The post-war CAPGOr OD the. Gone: bok is alway g 
brought out to freighten the miltituc.. une LOIN: 


however, nre never informed that AOPMaAn benkeirs, cone 


\? 


trolling the German government, designedly pursued the 
Poli cy vor destroying the value of the Comran marl by 
delibcrate inflation for. the DUP oas aot liquida ting S1t 
German debts payable in maric. , 

We aro invited to aceups the absurd PP susption 
thet we must always romain Poor pen. the SY vundloss con- 
clusion that national flonegoment of national ereait must 
be attendoa by reckloss, unthdnicineg and vyiclous adminis- 
Creation, 

Lne facet is That vo havy Cri ative UOlG standard 
private managed private MOeY S¥etow and) tule winded in 
miserable fal lure «. If we are to AVeDC disaster, we are 
now compellcd to appoint managers of 4.9 monetary system 
responsible to nation and people ag pUdIiC servants ang 


trustees, If they do whos Dankors have Gone and Wre now 
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doing, we can dismiss them, put them in gaol or line them 
up and shoot them as ehemies of the State, guilty of 
treason. Men who for their own gain or with reckless 
indifference to national well being precipitate economic 
chaos are guilty of treason. We might have to shoot a 
few but we would not have to shoot very many before prope 
discipline would be established. 

There is abundant proof that the creation and 
maintenance of the organization necessary to administer 
national credit and planned economy is no longer beyond 
the science of civil government that this age enjoyse 

The men who collect the present enormous levy of 
taxation, excise and customs duties, once the profit 
making monopoly of the "publicans of old" and the 
"farmers of the revenue"; the officials who operate the 
postal service, not so long ago the lucrative privilege 
of private contractors; the judges who administer justics 
which, before Magna Charta, was "delayed, denied and sold! 
just as it is today in China; and the army of public sere 
vants who administer education, workmen's compensation, 
pension boards and a host of other public services are al” 
appointed wee the authority of the elected renvesad~ 
tatives of the people. It is a matter of real satis~ 
faction to Canadians that they can say in truth that 
with rare exceptions our public officials are above and 
beyond the seductive temptation of private gain and 
equally free from the evil influence of corrupt -political 
desire. 

The record of our public officials proves that men 
drew £xom our universities, banking officials, publit 


administrators and Dusinese execuhives can be safely one 
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trusted with all the great duties and responsibilities 
that are involved in tho successful administration of 
national ercdit ana plenned economy. fbey must be 
Siven a position of "unchal longeable independence"ana: 
be provided with all the facilities necessary to their 
work, That can be dono, 
Extract from January 28th, 1935, issue 
headed "British Bank Heads Agreed on 
Gold Issue." 
Controlle d Inflation 

McKenna urged international price lifting by 

means of debasing sterling. 

" Controlled inflation, instead of being the 
remedy of fools and knaves, has become widely 
regarded as the best available solution to our 
troubles, particularly since it has become realized 
that a substantial rise in wholesale prices need 
have no more than Slight effect on the cost of 
living," he ged a, 

iP roatcil: ola believe, ‘possible to achieve a rise 
inthe internal price level by onctary management, 
and I am unshaken in this Opinion by the frequent 
Charge that reflation already has been tried and 
found wanting by Great Britain and the United | 
States, Deliberate monetary management Sspecifi- 
cally designed to raise the price level has not 
been tested in either," Mckenna concluded, 

We have not yet le arned but we are learning to 

appreciate that we must come to know and to understmd 
the art of living in an age of plenty, 


AG @ pemy the Commission adjourned to 
resume in Calgary, Friday, August 18, 1933, 
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Court House, Calgary,Alberta; 
Friday, August 18,1953-6 


The Commission rosumed at 11 asm. 

THE CHATRMAN: I believe we have the pleasure 
of the presence of His Worship the Mayor of Calgary Tits 
morning, who desires to say a few words to Us. 

MR. A. DAVISON (Mayor Calgary): My lord and 
members of the Royal Conmission on Banking and Currency, 
IT assure you on behalf of the citizens of Calgary that 
we feel it is a very great privilege to extend to you, 
sir, and your colleagues a -very hearty and sincere 
welcome to our city. { think it is general ly recognize: 
that never in the history of our Dominion has there 
been a Royal commission appointed by any government that 
was of more importance than the one over which you have 
Ee hanouw to preside. We appreciate the magnitude of 
the task which you have voluntarily undertaken and we 
realize to the full the very grave responsibility that 
you have assumed, and so on behalf of our citizens I 
wish to extend to you our best wishes. LO“ Fou my 
- lord, and to Sir Charles Addis, the two distinguished 
representatives on the Commission from the Old Land, I 
desire to extend a particular word of welcome, and to 
Sir Thomas White and Mr. Beaudry Leman, well known easter 
Cenadians, I also wish‘to give a word of welcome. The 
citizens of Calgary are proud of the fact that one of 
our fellow townsmen, the Hon. Mr. Brownlee, is also a 
member of this Commission. Later I shall ask the privi-~ 
lege that our City Solicitor appear to present and read 
& brier which our council has prepared, 


MR. A. MeLEOD SINCLAIR: As the senior member of 
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the bar present I should like, my lord, on behalf of the 
local bar, which is about one-fifth Scotch, to say that 
the local bar appreciates very much the chairmanship of 
this Commission. I have only this to add, that every 
member of the bar of this province who will appear before 
you will, I can assure you, behave himself courteously. 

THE CHAIRMAN: Mr, Mayor, Mrs Sinclair and gentle- 
men, I can assure you, speaking for myself ana my col~ 
leagues, that we deeply appreciate the kind welcome that 
you have extended to us. We recognize that we are visite 
ing a very important centre of industry and agricul ture ; 
and we hope that as a result of the information which we 
Shall receive here we may be informed upon some of the 
topics which are naturally agitating the minds of all of 
us at the present moment. 

L agree with you, Mr. Mayor, that the task which 
has been confided to us is one of great responsibility. 
may 1 sey that it 4s. also. one of great interest. A study 
of the affairs of this great Dominion from the financial 
point of view is me of extreme interest, though no doubt 
ae also of difficulty ana complexity. 4 CH arid TF 
am sure you will agree with me, that we are taking the 
wise course in visiting every quarter of Canada in order 
that we may be on the Spot and establish contacts with the 
very discpaa interests which are to be ee in Canada. 

We recognize that this great Dominion includes provinces 
whose concerns vary very, very greatly. Owing to 
climatic and economic conditions different problems arise 
in the different provinces and have to be met by different 


Bxpedients. Anyone who desires to take an intelligent 


. te qinecpmeterto: pre, covm via y Gebhsoanlee ie Resi gai ah 


* tag jriak ¢ fle, “4 


risvS cima hoe ot okt yon eyed i i ssobsedanb® ends 


Stes ~ Bee eens ‘ 
ite Anes . 


avo tad Seay Lee Se eomivote stat: to ted edt "re" 


VERS OS RS | ehevwstiel. -avasiad HOT onueas sah t fete 
8 cae cee ea 
: 


ps Rear 
a9 (tae8 bos ate loane «gh ‘etorgalt. id _ MAMAN dar bee ef a 
4 oo - 7 

mfos “yas bate “fost. tO" gatiauge hoe - onueee oao T (Hom cia 


jatt’ sibotem Seb oct staloowqge. qigeot ow jad srougaed | 
ee Sh ae ira ean a) 


j 


stoke ove on- dat 6s MaQOORs dail wel ee pebaed eo eved HOY 
“7 ia, i a 
pousttimtens bas yttesbat to, ett ane, gandnocmt vey a Bak 
ye Sette notyamo teal ea ae ee hen d & cal Rca aod ow ce " 
ent AS omoe--tige eel: ea eam OW ‘exedt evteaert ‘ie | 
i. = eae oN he d 


to ite Io @hatin 02 } gaivat tna ae ants pss ons dodate ao.tgod 


ey é ree a 


- 


tomtom behacne) atg on te al 


i 


wise. edd tadt .~togam » ah LOY at tw orga 3 


‘e 
(we & ie ~ OE elias 
tes 4 


»WeCielategest tee tg. to. Arte pb.eu oO au babrtado moet tod 


Goute hk: as a sree i daee na oe, oete wf. as tacts yee t wt a 
falsmachs: eit mont’ ose hmong... JB ETS pidd 1 2 ateits it 0° 
juoh. ost iapvorts. .Saeteri Baie i? AQ ‘38 ht ac ef « eke 10 titog 
| . ; : 
i base iteee sqditeadique. bien ed tugkYtes to ote enna 


% 


tard ,¢0 da tw Goetga ti tw HOY erties ‘fe 


aqiwad @2, ow San | a 
ghic nk abeas? io sedtagp yieve aontlety: rt eetyon sew 
ent GitW. atoetaop ft Lidstee bre foqa ect 19. he eam aw say . 
4 i = a 
abpued af Sruet-sd.etove toil aveertesrt ensoveh rev 
es . Ciera ee 4 or 
espn trou: soRuioal setueet dhote ety sage pszngoven al 
ins Se te ee ee re Nee 


og aakwO. «YftsotR YIev Ete ray, BarE99H108 | 


cvtie emeldong daene tii amolt toto: 9 tan 009 bins: otisme eo 
. . Ci aes ci 
‘dowpe Tid vd .cem, od oF eval hetp eoniityete nero Rhb odd mE 
aes Ne 
tronié Late faa. ones od switead cnt oO “aun thease 
’ \ oie - fi es | ass a ee 


wo Teh = 


survey of the whole of Canada ought therefore to visit 
as we are doing every region so that we may meet the 
representative citizens of those regions for ourselves, 
and hear the guestions which for them are practical 

and urgent, and in. that way when we come to prepare our 
report and make our recommendations we can feel that we 
are doing so in the light of instruction that we have 
received from every quarter of Canada. 

it Be very *desirabie; I’ think, in a matter of this 
sort, which “lthough to some extent technical, affects 
the lives and vocations of “every ‘citizen that an oppor- 
tunity should be afforded to everyone who has any con- 
tribution to make to express to this Commission his 
views and to tender us his help. We have already had 
a considerable body of evidence in the short time that 
has elapsed since we began our labours, and we have al- 
ready received much valuable assistance. Io am sure 
that here in Calgary also we shall have some very 
illuminating evidence. 

What we are particularly anxious to have, a Lab 
may say so, is critical evidence, The burden is upon 
those who seek to show that there is anything wrong with 
the institutions of this country, and we want therefore 
as far as possible that the critical point of view should 
be expressed to us. Those who are able to point out 
what they conceive to be defects, those who are able to 
suggest remedies for such defects -- all such contri- 
butions to our discussion will be welcomed. 

As‘you know, the primary oecasion of our appointment 
is the arrival of the period when the Bank Act, which is 


the code of law operating in Canada for the regulation of 
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the banks comes up for revision as it does once in every 
ten years. In the past there have been five revisions 
of the Bank Act, and on each occasion additional exped- 
gents and improvements have peen effected by parliament 
in that Act so as to adapt it still further to meet the 
requirements of the occasione *° But upon this occasion, 
Aig J apprehend, the government before addressing them- 
selves to bine task of revising the statute, which task 
will be taken up later on by the government, thought it 
desirable in view of the very special experience of the 


last ten years during which all our Mistitutions, not 


only our bank snstitutions but all institutions have 


been subject to very special stress and strain, and when 
fhe economic position of this country and of the world 
has been upset by unforeseen occurrences and has been 
involved in difficulties to which there really has been 
no precedent in the past -- the government thought i 
desirable on this occasion that the usual parliamentary 


procedure of revising the Bank Act should be preceded by 


a more comprehensive survey of the whote position than 


it was possible for the parliamentary committee to under: 
take. We have therefore been asked in the terms of our 
remit not to confine ourselves merely to technical ques~ 
tions of banking.. They of course are very important. 
You want your machine to be as efficient and as well 
equipped for your purpose as possible. But we have bee}. 
asked to consider more widely the economic postition, in 
which that banking system is operating to see how far it 


is equipped and capable of assisting that economic posi~ 
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tion. Therefore witnesses need net feel that they are 
confined to marely technical questions of banking because 
we hepe to make our rucommendations in the Tigao Of TAAL 
wider survey which we have been oxhorted to mako and 
Which will embrace general financial questions affecting 
the provinees and aff eeving the Dominion -- questions of 
currency and many other cqucstions in which I know that a 
very lively interest is taken throughout the Dominion. 
Therefore we shall welcome, we shall not hola irrevelant, 
if I may use a lawyer's oxpression, @iscussions of wider 
issues than merely banking matters. I think I have 
given you an indication of the way in which you can best 
help: us. AS you will realize, the size of Canada and 
the comparatively short time which we have in which to 
commie’ this remarkable itinerary make dt) difficult’ to 
cover the whole ground in the time veich is at our dis 
posal. We hope therefore that by being strictly prac- 
tical to be able to attain all that is really useful to 
us in our necessarily somewhat brief visits to each 
centre, 

i conclude, thorefore, my opening remarks by 
thanking’ you, Mr. Mayor, onee more for your very charming 
words and.also the representative of the bar. I need 
scarcely ee as one who has had the piea sts of secing 
many ganas of the Canadian bar and: leicemiidas 4 appreciates 
the assis tanve which they have given us in the judicial 
committee in Gondon that it 1s particularly gracious to 
have such kind words of welcome extended tome coming 


from the 01a Cotntry and I am sure thet Sir Charles Addis 


feels the same. 


Tag 
ee, 


e 


vs 
A 
rae: 
: 
a 
id 
me 


an 
: + 
sr i 
5p) sep a 
e 
. 
é pe 
w , 
SX Gers 
me Mee ut 


; 
Benes 
an 
wv 
vem 
Srey 
vt 
N 
‘ 
F 
>t 


‘ 


ties) 
Sosy 
“45 


; 
Age 


‘ 
- 
‘ 
ae 


ay | 


Suey 
wel ee 
’ 
“Eee 
Aer 
ite 9 
=, 
erin 
‘ 
+ 
> 
+2 


os 


rs 


i 


one 


i” 


a ‘ eT] 
pay a et : 
: 4 
{m2 ae : 
. . 
. 7 y- ye 
rine ase oe 
ower" iF 
a te 5 
ae vate? 
A Mag 
ry a Pe 


n) 


7 


, 
a es 
eon % 
3 i 
se ears 
Pe A es 
pte PN 
a 
ae 


dat Sh eT + 
Taa4 
7) 
a ee 
yey 
pee ae 
s po 
ot, €3% 
: 
oy 
r 


Cad AE ie! 
4 Sup sagen 
i seek tet 3} Se eased 
‘ way a we wo ope 
yi! Pao Pay 
a i ia Me Fo 
% 7 y ara 
° 
vee Pa a on igs 
Thee Said wis* w OF 
Dag pe oe tae 
4 « ©S8% . 
” 3 a) a ihe tad ar 
Rei eho ee Ste ot 
re o.oo 9 ay . iin “4 
my 4 oe LON es , 5, ee 
“x “| . 
a 4 
: 
ere says : pYeida 
SE RE ES TR. ok 
wars 4 
: on 
atiey 
a er Le 
ee SEE oo . 
rig Ls ae 
° NK Sa ee 
ra | « $d es cE a ¥ 


LI think we might now proctéed with our programme. 
This morning we are to have the privilege inthe first 
instance of a presentation of a case on behalf of the #*® 
City of Calgary which I understand Mrs Brockington. is 
to present. Would you be prepared to proceed now, Mr. 
Brockington? 

‘MR. BROCKINGTON, K.C. (Counsel for the City of 
Calgary): May it please your lordship and members of the 
Commission, I am to have the honour of reading before you 
a short brief which has been prepared for submission to 
this Commission by the aldermen of the City of Calgary. 

It has not been prepared by experts, except perhaps 

by experts in hardships, and I may say that with the ex- 
ception of a few differences amongst the aldermen as to 
wording, the general principles which are enunciated in 
this brief embody their views of what should be done for 
the alleviation of present conditions. The brief is 
supported by the unanimous vote of men of various politica’ 
and other beliefs,  T would take the tberty; Sirs ir 

f may of reading the brief, which is not verylong. ai 
have nothing at the moment with which to amplify the words 
ofthe Brie., Dut . ehaly’ oe very happy within the very 
limited scope of my own experience and knowledge to answer 


any questions that you may wish to put to me if I am able 


TO GO 80. The brief is as follows: 
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MEMORANDUM SUBMITTED TO THE ROYAL COMMISSION oN 
BANKING AND CURRENCY 
By 


HIS WORSHIP THE MAYOR AND COUNCIL OP THE CITY 
OF CALGARY, 


May it ploase your lordship and gentlemen of the 
Commission, 

The Council of the City of Calgary desires to take 
advantage of the public invitatéonissued by your Royal 
Commission on Banking and Currency, to draw your attention 
to a few matters cogneto to the issues under investigation 
which have affected and toue to continue to affoct the 
economic welfare of thoMunicips:? Corporation of the City 
of Calgary. 

In making these representations, the City Council 
regrets the lack ofopportunity, which was presumably in- 
evitable, of presonting its arguments with the amplitude 
that is probably necessary, but desires to reserve the 
right, which it understands the Commission is prepared to 
grant, to file further and better particulars at a later 
date. 

The Cities of Canada have been faccd with unprecedent~ 
ed and unjustly burdensome tasks. Obligations as to the 
relief of unemployment, old age pensbns, the care of the 
consmptives, the insane and the feeble minded which are 
gonorally recognized clsowhocre as definitely tho obliga- 
tions of the Stato have boen placed upon municipalit- 
les and thersate.payers who support such municipalitios. 


Such burdensome incidonts emphatically do not belong to 
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any individual class of itaxpayers. As long as such burdens 


romain it is a duty of tho State to afford municipal 


governments anple and generous credit facilities. 


In presenting the following suggestions to the Commiss- 


fon, the Council of the City of Calgary wishes it to be 


understood that in so far as such suggestions involve 


criticism they are intended to be applicable to the general 


situation and not to any individual bank or banker. We 


desire respectfully to direct the Commission's attention 


to tho following points:- 


le 


Presont Crodit Facilities. 
(a) Differentiatiion between Eastern and Western Canada. 
Subject to the provisions of the succeeding para- 
graphs as to increased and more favourable credit 
facilities,wo desire to protest against any different- 
sation in the rates of interest chargeable as between 
Eastern and Western Canada. It is an accepted histor- 
{eal truth that the expansion and existence of Canada 
as a self-sustaining nation were only made possible by 
the economic development of Western Canada as the 
producer of: raw products. The West has always laboured 
under a sense, sometimes vague and sometimes concrete, 
of economic injustice. The fact that citios in Western 
Canada and individuals in Western Canada are called 
upon to pay higher rates of interest than similar a i 
os of borrowers in Eastern Canada contributes to that 
widespread fooling. Tt is understood that the panke 
maintain that the cost of doing business in Western 


Canada, (having regard to distance and sparsity of 
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population) nocessitatos some differentiation in 
intorest charges. We prosumoc that the cost of doing 
business in the rural districts of Quebec and Ontario 
is for the samc reason heavier than the cost of doing 
business in Montreal and Toronto. We do urge that as 
long as banks possess wide charters and national 
privileges and are allowod to establish their branches 
throughout Canada, their business should be consider- 
ed as a national whole and that io particular locality, 
particularly a pioneer locality, should be penalized 
by reason cithe of its distameé from the bank's head 
office or for any other geographical reason. It is a 
principle of public utility service that rates shall 
be uniform. We think that the same principle should 
be applied to banks, 

(b) Rates of Interest. 

It is submitted that the rates of interest charged 
to Western municipalities both for short term loans 
and for longterm loans in general are too high. In 
the final analysis the credit of the major cities of 

Canada is the eredit of the Dominion of Canada and o& 
the provinoes ofCanada.s. The securities behind municipal 
eredit are in fact all the resources of the people of 
a municipality.s:. For short term ic2ns on first class 
security (such as taxes) present rates of interest 
varying from 53 to 6% are excossivee It is stated, and 
the Commission no doubt has ample opportunities to 
confirm the truth or otherwise of the statement, that 


banks are allowed to borrow money frem the Finance 
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Department of the Federal Government at rates as 
low as 24%, 7t doos not appear equitable that the 
monoy of one.government should be borrowed at the low 
rate and lent to another smaller governmental unit 

at such an increase.- 

We suggest that provinces and cities, through 
the agency of provinces, should be allowed to borrow 
money from the central government on terms no less 
fabourable than those that apply to advances by the 
govermbentto the banks, 

(c) Difficulties of obtaining present credit. 

At the present time the City of Calgary in common 
wih a swan western citics 1s meeting unwarranted 
difficulty in obtaining adequate credit facilities 
for its necessary services. The city's bankers have 
declined to finance the city for the year 1933 except 
on a month to month basis notwithstanding the fact 
that. at tho Fee nieineni 1932 current carry-over of 
$750,000.00 has been reduced by tax arrears payments 
to approximately $270,000.00 and that the total debt 
to the city's bank on current borrowings is 
Menai taneibip iss $70,000.00. At the present time we have 
received no assurance of our ability to carry on until 
the end of the year and the School Board, which 
depends upon the clbyi Tomiiteifinenchs;ii1s in @ 


Similar qiandary. An additional difficulty is no 
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doubt eauscd by the apparent unwillingness of the 
head office of the bank to allow any power or dis- 
crotion to local managers or superintendents. The 
continual reference to an eastern h@ad office makes 
for delay, coxpense and misunderstandire. and we do 
respectfully submit that no system should be allowed 
to continue which constitutes o bank official in 


Toronto or Montreal, the final judge as to whether 


a major city shall be allowed to porform its ordinary 
services for its citizens, to educate its children 

or to rolieve its noedy.. It is possible, of course, 
that the various suggestions made to the Gommission 
ga central banks or other aids to public financing 
would tend to solve this »vroblem but in the meantime 
the oxistence of an apparent financial dictatorship 
tends to increase municipal difficulty and public 
unroste 

(d) Reduction of existing interest rates. 

Wostorn Canada, with its crops, its mines and 
its forests, is the most important part of the found~ 
gtion of the agricultural, industrial and financial 
structure of Canada. ‘The export of its products has 
improved Canada's foreign credit rosition and the 
Western provinces are ne pature. and usually 
profitable markets for the manufacturing interests 
of Eastern Canada. The City of Calgary and its 
contributory districts are not in a position to 
finanee thoir own requiromonts and credit is of tho 


utmost importance to our future growth and prosperity. 
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Our development has been rapid, perhaps too rapid, and our 
city has been obliged to provide within a very. short-peric 
all the amenities and facilities of urban life. To effect 
these purposes we have been obliged to borrow large sums 
of money, the repayment of which, both as to interest and | 
sinking fund sets a considerable strain upon the tax pay- 
ing ability of our citizens. We do not know to what 
extent the Commission intends to make recommendations with 
reference to existing rates of interest and existing 
methods of payment of outstanding current and capital in- 
debtedness by public bodies. We suggest that the various 
governments consider the establishment of tribunals as is 
stated to have been done in Australia, such tribunals to bk 
charged with the duty of arranging composition as between 
debtor and creditor with a view to an agreed equitable re~ 


funding of existing debts upon a lesser interest basise 


2, Credit Assistance. 

We trust that your Commission will report upon the 
feasibility and advisability of adopting some system where-~ 
by urban municipalities of definite status as to opoulaticr 
and financial standing can secure money for essential and ° 
necessary purposes either directly from the Federal Govern-~ 
ment or through the medium of an organization under its con 
hrol on terms as saint teks ona canis as those accorded to charbere 
banks. We understand that the establishment -of a central 
bank will be considered and we would respectfully suggest 
that consideration be given at the same time to the 


establishment cither in conjunction with a central bank or 
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vndor the direct control of the Fodoral Government of a 
subsidiary corporation or board to be formed for the purpo: 
of providing credit and financial assistance te the 
provinces and cities of Canada. Tho corporation or board 
charged with theso cities should obviously be controlled 
by mon of experience and ability. Any advances made by 
such corporation or board would bo under proper safeguards 
and at such ratos of intorest as the financial position of 
the provinces and municipalities would warrant. While any 
advances to any province or municipality romained outstanc 
ing, tts ,earfaira could be subject to such supervision aid 
control as might ba necessary. While a federal or province 
guarantees of municipal dobontures might not be considerod 
feasible (although wo hepe is will bo considered), the 
institution of guck a corroretion or board should have the 
offect of reducing rates of interest to provinces and 
municipalities while grsater and nocessary control over 
foreign borrowings might reasonably be 30 exorcisode 

3. Convertibility of Dominion Notes 


Gold Payment and Forcign Exchange 
For almost 60 yoars prior to the Great Wer, Canada 

was on the gold standard and nevor during that period was 
the obligation of the Dominion Government to redeom its 
notes in gold or to purmit free export of its gold from 
this country refused or prohibited. During the war and 
during the recont oconomic stress the free redemption of 
Dominion notes for gold and the right to export gold from 
Canada wore susponded both by Order-in-Council and by Act 


of Paslianent. The solemn obligation of our government 
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to redeom its notes in gold on domand and to permit the 
free export of gold, confirmed as it was by statute and 
continuous practice, made it appear guite safe for municip’ 
copontions as welt as for obher, persone to enter into 
obligations and sasue bonds and other securities payable 
in gold, both within and without Canada. So long as the 
government of Canada honoured its contract founded on 
statutory obligations no material loss could be caused tO 
municipalities and other persons having such foreign and 
quasi forcign obligations. The refusal of the Dominion 
Government to redeem sts Dominion notes in gold and also 
to allow the export of gold placed upon Canadian municiva: 
ities and othors a very serious prospective losse As suc 
prospective losses were caused by the repudiation OF Vie 
Dominion Government's contract with its own citizens we 

are strongly of the opinion that however wise and necessa. 
—gueh action on the part of the Dominion Government might 
have been it should not have boon allowed to operate to t] 
prejudice of those citics and others in Canada who relied 
upon the Dominion Government's promise. Tt is therefore 
recommended that so long as Canade. does not permit podor:p 
tion of its Dominion notes in gold at par and the frec 
export of gold, the Fodcral Government should t ake legal 
steps with the following objects in viow: 

(a) To domicile within Canada all bends of Canadian 

municipalitics hola by Canadians and to rastrict the 

payment of any contract bond or dobenture calling f 


payment in gold to pa mont in legad tender of the 
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Dominion of Canada as full settlement of the obligatior 
or debt. 
(b) In so far as any such obligations are determin- 
ed to be legally payable to citizens of countries other 
than Canada in gold or in the equivalent of the 
currency of any foreign country the Federal Government 
should either provide gold for export or should agree 
to indemnify municipalities and others against any 
additional expense caused by the Dominion Government's 
failure to honour its original statutory obligations. 
(c) It is recommended that the Federal Government 
constitute a permanent Commission or Board whose duty 
it would be to advise upon and have supervision over 
the foreign borrowing of provinces and municipal 
governments. The existence and functioning of such a 
board would tend towards the fiscal independence of 
Canada which is a situation generally considered as 


desirable. 


46 Banks and Exchange. 

During the recent foreign exchange fluctuation the 
banks of Canada have urged the payment of premiums on 
American exchange wherever any city in the United States 
has been mentioned as a place of payment. In many instances 
pressure has been brought to bear to onsure such payment and 
Canadian holders of debentures and other securities so pay- 
able have been encouraged by the banks to demand United 
States premium. We suggest that your Commission in its 
inquiry demand from the banks of Canada a statement in as 


much detail as possible of the profits made upon exchange 
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transactions by banks whether acting as fiscal agents or 
otherwise andthat the Federal Government be requested to 
furnish you with a statement ofall acquisitions of gold 
by any bank in Canada, the price at which such gold was 
obtained and of all permits to export gold from Canada, 
together with a statement of corporations. to-which such 
permits were issued and the purposes for which such export, 
were allowed. 

All of the above is reupectfully svbmitted-on-behalt, 
or the City of Calgary. 

(Signed) A. Davison, 


Mayor. 


(Signed) J. M,. Miller, 
Clerk. 


(Page 750 follows) 
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THE CHAIRMAN: We are very much indebted to you, 
Mr. Brockington. You seem to have covered very fully 
these critical matters in which the.municipality is 
Tateet sea. Wo fhe aircady heard something of some 
OL your topics but you have focusedlurnomi for us,,.if 7 
may say so, with great clarity. I understand that as 
this document represents the considered corporate opinion 
of the municipality it perhaps might not be desireable to 
ask you questions in any detail as your authority is no 
doubt limited by the bric® vhich you have just presented. 

MR. BROCKINGTON: That is so, my lord. I would 
like to emphasize that the aldermen have been asked to 
consider these and any other questions that might arise, 
and we reserve the right which I am sure your lordship 
will grant to file any further particulars or details 


eo 


as occasion may arisc. 

THE CHALTRMAN: I thank you. I should have said 
in my opening remarks, as I have said clsewhere, that we 
‘Shall welcome any written iepsadercadtiier: that anybody 
wishes to make. Often after an inquiry of this sort 
people have after=thoughts which after hearing the scope 
of the inquiry bring to their minds other subjects they 
Wish to explore. The advantage of written explanations 
is that they are always more precise being presented 
as the considered opinions of those who framed them. 

We are very much indebted to you, Mr. Brockington, and 
the various matters which you have presented will have 
our careful consideration, 

I understand that the Beane of Trade of Calgary 


is represented by Mr. Moffatt this morning. 
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MR. De. S. MOFFATT sic... (Counsel for Calgary 

Board of Trado): My lord and mombers of the Royal 
Commission, the time at the disposal of the Board of 
Trade has been so short that we considered it better to 
follow the Suggestion in the publishea notice of your 
procecdings and to file with you a very short memorandum 
of what we wished to discuss, and then to ask for your 
permission to file a fuller brictf 1h reo on, supplying 
evidence and other material to subste-ctate Oud WOLnt sa: 
With your permission, therefore, JI. shail now proceed to 
read the brief which igs very shorts 

PRECIS OF MATTERS TO BE URGED BY THE 

CALGARY BOARD OF TRADE BEFORE THE ROYAL 


COMMISSION ON BANKING «ND CURRENCY THAT 
iS SITTING IN CALGARY ON AUGUST 18,1933 


TIRE ANS sept = a Sine derbies Speman ap 


the Calgary Board o:" rade wishes to make 
certain representations to the Royal Commission on 
Banking upon the following points, 
le Credit is an important factor in the life and 
development of a comparatively young country like 
Canada and this is particularly true of a province 
like Alberta with the large portion of its agricul 
tural lands awaiting scttlemont and Most of Its 
other natural resources still undevoloped. 

It is therefore necessary we colieve. that our 
bank ing and general financial arrangements should be 
such as will give assurance to lenders that the 
S¢curity upon which they loan money will not be 
interfcred with by legislation, 

Ihe expansion and contraction of bank credit 


through its aeffect on that gcneralllevel of commodity 
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prices may affect the burden or benefit of every con- 
tractual relationship. The general policy of banks 
in the supply or withdrawal of credit should therefore 
be influenced to a greater extent than we believe has 
been the case in the past, by the effect which such ex- 
pansion or contraction may have on general business cone 
ditions. 
2. Some months ago the interest payable by banks on 
demand savings deposits was, with the approval of the 
Dominion government, reduced one half of one per cent. 

Except in the case of the loans of certain large 
public bodies, it is our belief that the benefit received 
by the banks from this reduction has not been accompanic: 


by a general corresponding reduction of interest rates 


on their commercial loans in this provinces 

While we regret that we have no data to present on 
the subject we would respectfully reqjest that your Com- 
histor give consideration to the high rates of interest 
obtainable at the present time from provincial and 
municipal securities, particularly those of western 
ensues and the extent if any to which loans made by 
banks directly to municipal and provincial bodies and 
to their clients upon securities issued by these bodies 
together with the purchase by the banks themselves of suc. 
securities hag affected the supply of money available 
for commercial purposes and the rates of interest on 
same. 
Oe That while baniss in Canada are primarily regulated 
and governed by the provisions of federal law yet the 


willingness of banks to supply credit for the needs’ of 
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business in general may be greatly affected by 
promincial laws. 

That anything that affects the free movement 
of capital, the safoty of investments, the stability 
of contracts and the credit of tho borrowers must 
react against the safety of the bank's inyestments 
and securities within tho province, 

Ae Without questioning the good intentions of 
those responsible for cortain legislation yet the 
trend of this legislation in Alberta has been to 
impair the sccurity of contracts, render investment 
and securities for money loaned unsafe, particularly 
where farmer-=borrowers or farmer-purchasers are 
concerned,. 

That as a result capital is being withdrawn, 
loan compenies, insurance companies, mortgage com-= 
panies and others controlling © apital are refusing 
further to lend monsy in the province on the security 
of movable and immovable Property, i 

In the final result the financing of the per- 
manent as well as the temporary needs of business and 
the development of our natural resources is left to 
loans from banks, which being limited to loans on 
security of liquid assctse, insufficient capital is 


available f 


Ss 


r the best daveloomont of our province, 
that any extension of the bank's powers to loan 
to meet this situation would be unsafe as it would 
involve tying up of what should be liquid assets in 
frozen securities and thereby bringing upon us a 


condition similar to that which has existed under 


the banking system of the United States, 


a ; aoe aot 
; ; r . ti lig bw i oi, : ae i ) 
. mi a CSY # PAN 
vaca pete: Yes seage ed gota, Lavon wh nneras 
| i Loon ¥ ane falegte a, i 
BOV AD. “Te: age arian, sects, aigd bono. te, : 


Se PaDS8 ot ‘Dee, pdoartae 99 


te yea Sor 


¢ 
-— 


hh to-go tas oid : Jentaya 2 #8. 28 y 


- - rete at SE dna et a 
. Sociwema ott niidtte sett temoos 
SRT rae a3 - Pec om na Sah tae 


c . . r > 
’ oo “e 
8 - 4 
~ bal bs Ce GL Ke, ot a 5 Is Ss % bose lemon’ 
~via eee seas peerane ow te 
4 = i , 
‘ a. fea y 
© are : ca 
Wey 7 ton: Bae a 
’ { . 
e p a - ie eka ee > ds Hy soy te 
Walter re Oe ee tee cae Na at Ga oe : 
el Se ee ste M6 ; sel aya vog hs fee Shee Oo ON ate one So 
a - - F aw in oy 
‘ a - x 
Re ae Bees oon me yore 
(5 Soa io rh pines ey 
: ; i . 

F 7 er pe cents preg eS 
Nees SO Bees pee), EQ. BOG dies by wite 
thw he See, 5 ; tg : Seis Fi 

: : > . + 7 ft eo 


“ie + 


~ 754 = 


This board asks permission to file a written 
brief setting out in detail the matters referred to 
above as the time at the disposal of the board has 
been insufficient to do so for this hearing. 

(Stenod) Ds. 8. Moffatt 
Counsel for Board of Trade. 
I would like permission, my lord, to file a brief with 
the Commission within a week or ten days. 

THE CHAIRMAN: You have touched upon some of the 
most critical points in this short memorandum, if I may 
say so, and we would welcome some development of these 
topics particularly from the point of view of Alberta. 
Would it be possible sgy in a fortnight's time to put 
your Drier in: shape? 

MR. MOFFATT: That is quite ample, my lord. 

THE CHAIRMAN: And perhaps you would send it on 
to Ottawa to the Department of Finance where we shalt 
be accumulating some material for further study. “Then 
we shall have an opportunity to consider it along with 
the other material. 

MR MOFFATT: I shall be glad to do so. 

THE CHAIRMAN: We are a little unfortunate in this 
room in which we are meeting. I understand that there 
is quite a large number of the public interested in our 
inquiry who cmnot get a place in this room. Is it not 
possible to let some more of the public in? 

Is Mr. Gardiner present? 

MR. ROBERT GARDINER, M.P. (Acadia): Yes, sir. 


THE CHAIRMAN: You are the president of the United 
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Farmers of Jlberta, I undcraiend, and are good enough to 
helo us with a contribution toxday. I understand that 
quite a number of people who are intercstod in this in- 
quiry are waiting outside, and it is very undesirable 
that they should not hear what is going on, particularly 
Four statement 1 IbmAy say go. His Worship the Mayor 
has offercd to provide us with accommodation in the 
council chember whieh I believe would take in everybody 
who is inbercetod..i Woula@wih bo possitbe for wal toolad- 
journ to mect there now? 

Mite GaRDINERe Quite 'so,! as Lar as I am concerned, 
your lordship. 

THe CHATTMAN.’ It would be’ a pity co’ take your 
statement in the aveciico of the publie who wish to hea it. 
Diem Gold thet there arc torus cr Titty people wadtting’ our 
the present moment, anc if we Pill this room much 
more wé ‘shall have a renetition of the historic incident 
CtPone heck Hole! of  CaLlourta. That would be very un- 
fortunate although it mightyprovide a solution, for the 
troubles of a good many of us. I think people like te 
hear each other's evidence. 

Ont THOM os kin Tee a haan? shone Dil. 

THE CHAIRMAN: Suppose we take some individual 
witnesses just now and then wo might isc at 12.50 after 
hearing personal witnessos who have some points of their 
own tommeke wiich may not be of so much general interest. 
Would that be quite satisfactory to you, Mr. Gardiner? 

Mie GARDINER: Qui te: watisfactory, my lord. 


THE CHATREAN: Then I think we will continue with 
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these other witnesses until 12.30. Perhaps Mr. Gardiner 
you might be our emissary to your friends outside and @xX- 
plain with our regrets what we propose to do in order 
that we may be able to accommodate them. 

MR. GARDINER: All right, my lord. 

THE CHAIRMAN: We shall now cxamine one or two 
individual Riene ate who have tendered their names. The 
first is Mr. bLayzell. ig Mp, Loyzeil here’ 

MR. LAYZELL: Yes, my lord, 

THE CHAIRMAN; I believe you cen give us some in- 
formation from the farmers! point of view. 

MR. LAYZELL: I think so, my lord, 

THE CHAIRMAN: We shall be very glad co near Vous 

MR. LAYZELL: I have been farming in this country 
for a great number of years, have beenranching md in 
the cattle business. I do not know exactly what you 


want to know. 


THE CHAIRMAN: To put it quite frankly we want to 
know how you get along with your bankers. 

MR. LAYZELL: I have done pretty well. I have not 
been borrowing money because 1 am more or less of a dealer. 

THE CHAIRMAN: <A dealer in live stock’ 

MR. LAYZELL: Yes, and a breeder of horses for the 
farms. : 

THE CHAIRMAN: How do you work with the banks? Do 
you get seasonal advances and pay them off when.your money 
comes in? 

Nis DALZELLS Sometines Lt borrow for thirty or 
ninety days or a longer period. 


THE CHATRMAN: What rate of interest do they charge 
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you? 

MR. LAYZELL: Seven per cent. 

THE CHAIRMAN: Has that been the rate of interest 
for very long? 

MR. LAYZELL: It was a little <cre than that but 
they cut it down recently. 

THE CHAIRMAN: The rates do not vary very much. 

MR. LAYZELL: Not a lot. They were generally 
eight per cent in years gone by. 

THE CHAIRMAN: Can you tell us when the seven per 
cent rate came into effect? 

MR. LAYZELL:. I am not sure, but I think only just 
during the last six months. 

THE CHLIRMAN: Is that a uniform rate for borrowers 
irrespective of the security they offer?’ 

MR. LAYZELL: As regards farmers and dealers and 
that kind of people, TF think so. That is all I know 
about it. 

, THE CHATRMANs: In your own casc what security do 
you offer? 

MR. LAYZELL: I have had pretty fair security. I 
have some life insurance and I had pretty good backing. 

THE CHAIRMAN: Smother name? 

MR. LsaYZELL: Yes. 

THE CHAIRMAN: Do you use section 88? 

MR. LAYZELL: I do not know what section 88 is, my 
lord. 

THE CHAIRMAN: You are perhaps fortunate. CE cape 


an expedient devised in Canada for using as security stock 
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and other things which are retained in the possession 
of the borrower. It is on oxpedicny “hich Doan inforned 
js very useful in some quarters, but you apparently 
are a very normal borrower. 

WR. LAYZELL: I «ac rather a big borrower years 
AZOe 

THE CHAIRMAN: Did you always get what you needed? 

MR. LAYZELL; They have been pretty fair to me. 

I have not much kick coming, a lthough hee were pretty 
hard to persuade sometimes. 

THE CHAIRMAN: That is not uncommon. 

MR. LAYZELL: I was pretty capable of that. 

THE CHAIRMAN: While your own experience in relation 
to the banks has evident ly been auite a pleasant one 
have there been to your knowledge ot).crs less fortune te? 

MR. LAYZELL: Yee, I know this country pretty well. 
I have been in the live stock business as a dealer and 
salesman and in the auction business as a dealer and 
salesman and my busincss takes me over a large territory 
and from what I have eco" end heard the farmers are up 
agoinst a very difficult proposition. There is no markcte 
I do not know that there is anything that a bank can 
lond money on in the way of live stock that would be 
good sceurity because there has becn 4 considcrable 
drop in the market. Not long ago 1 bought 2 number of 
eattic at what I thought was 4 pretty cheap price 
and a week later I could have pought them for $2 4 
head chraper. Thore sccms to be no tendency towards 
impr ovement. 


THE CHAIRMAN: You could not exp ct the banks to 
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assist in caseg where thore is no security. 

MR. LAYZELL: Wo, I do not think anybody would. 

THR CHAIRMAN: Have you in the course of your con- 
tacts with the farming interests cases where although 
there was reasonable socurity crodit has been unduly 
restricted? 

Mie LAYZEEE: No, 1 have note 

THE CHaIRMAN:s You have not come across such 
cases? 

MR. LAYZELLs No, not where the security has been 
really good. 

THE CHAIRMAN: Has the hardship beon really this, 
that the farmers owing to the fall in prices and the 
difficulty of dispesing of sheir production have beem in a 
difficult position themselves and have not been able to put 
up a good statement to the banks? 
MR. LAYZELLs Yes, thelr security has diminished 
a1] through the past year. Many years ago a farm tean 
of horses was worth over $300, To-day such a team is 
worth only $100 and it is hard to find a market for them. 

THE CHAIRMAN: A.fammer starting up would be able 
to get his horses much cheaper than many yoars agod 

MR. LaYZbLL: There was never a time in the history 
of Canada when a man could stock a farm as cheap as he can 
to-day A lot of the farmers went in for tractors, which 
I think was a great mistake, but they have got over that 
end find that they can farm more with horses. 

THE CilATRMaNes In the period of prosperity, perhaps 
I might say of extravagance, which naturally followed after 


the war, is it correct to say that the farmers over-expendc: 
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to any extent? 

MR. LAYZELL: Yes, that was one of the great | 
faults and one of the Sworst things that happened. z 
think it would apply to seventy-five per cent-of the far- 
merse 

THE CHAIRMAN: If that prosperous period had not 
been entered upon and they had not spread themselves and 
over-expended there would not have been the same diffi- 
culty? 


MR..LAYZELLe  Yes« 
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THE CHAIRMAN: They thoucht that a prosperity per- 
40a had been entered upon, and they would "spread them- 
selvos.." a bit? 

MR. LAYZELL: Very much, my lord. 

THE CHALRMAN: In equipment and things of that 
sort? Better equipment for the farms? 

MR. LAYZELL: Too expensive equipment. They boush 
combines and that kind of thing, where there was perhaps 
only one year in ten when they could use them. 

THE CHAIRMAN: The salesmen were pushing those 
things pretty hard? 

MR. LAYZELL: Yes; they employed a Lot of high 
pressure salesmen. 

THE CHAIRMAN; And the farmers yielded to that 
high pressure and axeinogaa ‘bo spend rather more than was 
economically wise? | 

MR. LAYZELL: Yes, my lord, that was the case. 

THE CHAIRMAN: In the hope that times were On the 
up-grade and they could take care of the costs as they 
arose? 

| MR. LAYZELL: Yes. 

THE CHAIRMAN: How did they buy their combines? 

MR. LAYZELL: There was not a set rule ZO go 
by; they paid about one-third on fits AVOLALS » but in 
some cases they did not ask that much. They took 
wecurity on the machinery and soforth. 

THE CHAIRMAN; The manufacturers did? - 

MR. LAYZELL: Yes» 2 

THE CHAIRMAN; Did the banks assist in financing 
these purchases at ell? 


MR. LAYZETL: I do not think so, my Lord. 
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THE CHAIRMAN: Do the farmers use their plants, 

as they can in this country, as security to the bank? 

Mr. Layzoll: Yos, in lots of cascSe 

THE CHATRMAN: Although the prices had not been 
paid fully to the manufacturer? 

MR. LAYZELL: No, that would not be security. 
I find quite a lot of the sates t get, their chattels 
are mortaged to the bank. That has applied more 
in the last few years than previeusly. | 

STR THOMAS WHITE: JI supposé that over-cptinicnm 
was not confined to thefarmers? 

MR. LAYZELL:; No, I think to everybody, Sir 
Thomas e ) 

STR THOMAS WHITE: It was very goneral? 

MR. LAYZELL; Yes. | 

HON, MRe BROWNLEE: Mr. Leyzell, your principil 
business is dealing in live stock, and you work as an 
auctioneer? 

MRe LAYZELL: Yese 

HON. MRe BROWNLEE; * So that in financing, what 
you required from the bank, your applications would 
hardly be regarded as coming from a farmer, but rather 
from an auctioneer? . 

MR. LAYZELL: Yes, I think you are right. 

HON. MR. BROWNLEE: And the money was used vory | 
largely for dealing in live stock? 

MR. LAYZELL: .Yes, T have used some on my 
farm; I have two farms besides thate 


HON. MR. BROWNLEE;, And you say JOR had a backe. 


besidese 


At Lang 
be 5 4 


r ord 
Yi 


TEN nae!) ep 


a : bi a at 


. 


7 m ; = ay 
P a ee Ser) G2 
Pil ; 7 aa oe 
* : -* 


S 


Bat ial vio ‘a a 


SPS Seana a 1 LGESY AL Ai 
eae, HRY sftoowet wm: samMiOgE vam ye) |) 


; , 
; ( 
. Hed 
5 


pe 1 


te. A 
ee Sh ee 2 asia wot a toate: ow bf: ft Bakieab et econtend 


ol a 
eres 
> as 


& 


ee an i os fruits 


baer, 


| uae Hate ‘20% ined Sith + 
asi CAO ILLS | 
NOE Recto ane ant pied. oe sATUNOR Ese bow 


a 


me —— Bs ‘iseott age poy lpn asi inors F Bor Lipa wads 


ea tae” Oi it q “ 
ey a OTT ps natn ne Dobtagor: od vibred 


+ ay 
SS ae . @ , 
" wy. ‘ee oe 


pee we . Ptegaodasie 8 mOre'2 
AEA oe 7: acaiig 
oy free Pe ane aiatesy E hex: sgeagzat ae 


“wrey 


= be am: “Wises OS Dad.. mLaWoRE, am «OR il 
| : Talore il aR omdtoab 


oe 


3 Pas 3 4 


| 4 «Ot, tieadal 
‘ Goa Peay aa ae" ‘Gitta, oes, ae es Py, pelaitancan. Al ' Ns 


| a8 : oe ‘ashes Bandy aa Sates Lovet: ovad: a ra 
Choad. z. i me ee Pe 
eS . ‘ v ERE. searg “pet es OG Dak 2 ea st, im Any 

ak HE i ; We _ ee sah ofl HOH, 


hee a 
a ae ne _ : + re 
I ee . welts 
a aa « satel 
’ 
+ bh 
; 6 
+ 
S3,°f 
i Lek ey Ty ey oe 
ne 4 
! 
4 
' 
Fy 
4 


x 
7. 
7 


MR. LAYZELL: Ycs. 

HON. MR. BROWNLEE: Your business, which brings 
you in contact with the farmers, would largoly be 
qontered around the southorn part of Alberta? 

MRe LAYZELL: Moro to the east. 

HONe MR. BROWNLEE: So what you have to say 
about the over-cxpansion of tho farming industry, from 
your experience, would be largely within this arca 
with which you come in contacte 

MR. LAYZELL: Yos.e I know that area more 
particularly. 

HON, MR.» BROWNLEE: When you speak about overe 
expansion, is my information inaccurate that that 
expansion following the war was very largely incurred 
as a national proposition, and the call went out 
for greater production? _ 

MR. LAYZELL: Yes, absolutely. 

HON, MR. BROWN. LEE: That is, with the whole 
nation behind ite 

MR. LAYZELL: YcSe ; 

HON. MR. BROWNLEE: And therefore the over- 
expansion was not so much the outburst of enthusiam 
on the part of the farmors as their response to a 
national appeal. 

MR. LAYZELL; Yes, to buy cattle and things like 
thate That was encouraged : hogs and everything olsGe 

HON. MRe BROWNLEE: There igs no douot that 
many of the difficulties subscquentiy experienced by 
the farmers were the result of that expansion which 


came as a result of the cucbiraation of high prices 
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and a national appeale 


MR. LAYZELL: Yos, odvertising--that was the 
cause of it. 

HON. MR. BROWNBEE: In your business as a iivee 
stock dealer, you would be in ao position to give us some 
export evidence on tho live stock situation in this 
province? 

MR. LAYZELL: Yess 

. HON. MR. BROWNLEE: And Alberta is possibly 
the best situated of any province in Western Canada 
for the raising of live stock? 

MR. LAYZELL: I do not think there is any place 
in the world as s00d-~ 

- HON, MR. BROWNLEE: And that busincss, which 
developed from the old ranching business in Western Cenad 
has practically failed? 

MRe LAYZELL: Yese 

HON,eMR. BROWNLEE: And can you give us some 
relative figures of the depreciation in live stock since 


1925 down to the present time? 


MR. LAYZELL: I think, roughly, seventy-five por- 
Bente 

HON. MR. BROWNLEE: From your position as an 
expert in that business, would you venture to suggest 
some of the reasons contributing to that failure? 
Had the Fordney Tariff in the United States anything 
to do with it? 

MR. LAYZELL: . Yes, it stopped the market from 
Chicagoe 


HON. MR. BROWNLEE; What about the British Market 
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Would you say there was a possibility of & good market 
in Backs Britain if ce#tain factor, sould’ be adjusted? 

MR. LAYZELL: My impression is that we are too 
far from that market. We are six théudand miles from that 
market over the highest priced railway in the worlds 

HON. MR. BROWNLEE: You think iv 1s a combination 
of distance and freight ratoe? 

MR. LAYZELL: Yes. 

HON. MR; BROWNLEEs So if there were a relationship 
established between the value of our G6anadian money and 
the English pound, do you tion that might avehedine 
these difficulties, so that there would bea substantial 
increasé in the markets overseas? 

MR. LANZELL: I do, sir. 

HON. MR. BROWNLEE: And by carrying on a policy 
of that kind, and putting it into effect, you think the 
eee stock industry in this province would be gubstantially 
improved? 

MR, LAYZELL: Absolutely. In thé early stages 
we shipped a lot of CO pS Ne ee oe nate CLG. Te new 
the paitds market of thirty or thirty~live years ago, 
and we shipped the cattle from here and finished them in 
the 014 Country. | 

HON. MR. BROWNLEE: Just one question and then 


Yam through. Is it a fact - as my information would 


 .|éad me to believe nv that during the last three or four 


years the movement of cattle from this Province to 
Great Britain has fluctuated to some extent, according to 


the relationship of the exohange? 
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MR. LAYZELL: Yose 

HON. MR.» BROWNLEE: There have been periods 
when it was possible to make it pays 

MR. LAYZELL; Yos, to make it pay. 

HON. MR. BROWNLEE; And to sell considerable 
in the United Kingdom. 

MR. LAYZELL: Yoss It was quite a gamble; if 
you were lucky bo hit a good market you made some money; 
if you wore not, you did note you were liable to Lose 
ite | 3 

HON. MR. HROWNLEE; Just one other question: 
from your, experisnec with the farmers, dould you say 
what the variation in intorest has been, say, in the last 
three years, and what would you say would be the AVOLaAES | 
rate which the farmers pay? 

MRe LAYZELL : poe eight per cente to nines per 
conte T believe. 

HON.MR. BROWNLEE: And what would you say would 
be the maximun rate which has peen made, according 
40 your contact with the farmers? 

MR. LAYZELL: I do not quite Ueot" that question, 
Mre Brownlecs 

HON. MR» BROWNLEE: How high has it gone? 
Dio you know of cases where more than nine per cente was 
charged? , 

MR. LAYZELL: I do not know of them, sire 

THE CHAIRMAN: Thank you, Mr. Layaells : i ina 
given us some very useful evidence, if I may say Sor 

Is Mr. Corlot in the room? 

MRe CORLET: Yos, my Lorde 


THE CHALRMAN: Wald. you kindly, come forward 
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to the tabiic? 

I believe you can give us ‘some information, 
en the point of view of the ERE RIES industry, 
and we shall bo very eslad to hear anything you may 
care to say% 

MRe CORLET; <Alons what line, my lord? 

THE CHAIRMAN: Along the line of your rclation-~ 
ship with your bankers. We do not desire to aak 
you anything about your personal affairs, but speaking 
as one with some kmowledgoe of a particular industry - 

& particular ciass - [ ioalh matches to know how far you 
have found the facilitics which your bank provides to 
ve adequate and whether you have any rcasonable srounds 
for complaint, or suggestions to put forward whieh you 
think might help you in your business? 

MRe CORLET: I am free to say, my lomt, and 
gentlemen, that our TA Retoes with the banks have been 

, very happye 
HON. MR. BROWNLEE: You apeak for the PsBurns Co.} 
MR. CORLET: Yese 
THE CHAT RMAN ¢ You aro a large concern? 
MRe CORLET: Yose 
THE CHAI RuAw; “Yo are the sort of customer 
where the front door of the bank is thrown open to you? 

‘MR CORLET: Oh no, not necessarily. 

THE CHAIRMAN: At any rate, you are a good 
customer. 
| MR. CORLETY Yes. 

MHE CHAIRMAN: With a large account? 


MR. CORLET: Yese 
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THE CHAIRMAN: And mect your obligations as 
they fall duce 


MRe. CORLET: Fortunately we have been able to 


THE CHAT RMAN : That is the kind of customer 
the bank likes to sco, but you must have had some contact 
with other persons in your industry who perhaps have 
been less fortunate? . 

MR. CORLET; No, I do not think so, 

We do not come in contact with that sort of thinge. 
Qccasionally we havc complaints from people that they 
have good securities in lve stock, and cannot set a 
loan, but we do not go into the reason for that e. 
Many have come to us and asked us for advances when 
they could not get them from the bank, but as to the 
reasons we did not cnquirce 

THE CHAIRMAN: In your own Case, will you 
tell us your method of Linumcine? As meat packers 
you buy the meat? 

MRe CORLET: We buy the live stock on the hoof. 

THE CHAIRMAN: And. slaughter it? 

MRe CORLET; Yes, slaughter it and process itg. 
and we borrow on these soods for our requirements under 
Section 88. 

THE CHAIRMAN: You do use Section 88? 

MR. CORLET: Yes. 

THE CHAIRMAN: You export your vpoducts? 

MRe CORLET: We export hog products, and a certain 
amount of canned products. 


THE CHAIRMAN; Will you tell mo the percentage 
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of your business which is exports, and what percentage 
is for domestic consumption? 

MRe CORLET: I imaskne from five per cente 
to seven per cente; it is comparatively small. 


THE CHAIRMAN; And the rest is entirely utilized 


in Canada? 

MR. CORLET: In Canada, yos. We have a small 
export business in the Unitcod States, but it is compara- 
tively small since they raised the tariff in the United 
States. 

THE CHAIRMAN: Do you send much to the cast? 

MR. CORLET: The Far Hast? 

THE CHATRMAN; No, Eastern Cnnada, 

MRe CORLET: Yes. 

THE CHAT RMAN : That is a free market? 

MR. CORLET: Yes, for what we call our 
"cll" business" - that is, carload lots. 

THE CHAITRMAN; You use section 88 for the 
security you offer? 

MRe CORLET: Yes. 

THE CHAIRMAN: And your turnover is fairly quick? 

MR. CORLHT: Yese The banking business is 
dn snelise seasonal. We accumulate our products before 
the first of the year, and before the next accumulation 
comes, that must be cleared, 

THE CHAIRMAN: Do you finance your purchases 
by advances from the bank? 

MR. OORLET: At certain highly accumulative 
periods of the year we have to lcan a little more heavily 
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THE CHAIRMAN: “hat rate of interest have you 
to pay? | 

MR. CORLET! six por Re 

THE CHAIRMAN; Is that because of the specially 
approved sccuritiol you are able to offer? 

MR. oo LEE | No, I do not think so3 any fairly 
sood risk could g¢ six per cent. in industry eae 
that is What I aff told, 

THE CHAIRMAN: Has that rate obtained for some 
time? 

MR. CORLED : Yose 

THE CHAIRMAN: Docs the rate vary at all pipade ey 
ing to the nature of the security? 

MR. CORLET: It never varies with us; it is a flat 
six per cent. all the tine. 

THE CHAIRMAN: <&Anc coes not rise nor fall with 
the general credit position? 

MRe CORLET: No. 

THE CHATRMAN: It is wniform rate? 

MRe CORLET: Yese 

THE CHAIRMAN; And has been so as long as you 
remember? 

MRe CORLET; At one time during the war when 
they were very large, we paid one-half of one per cente 
more, but that is the only variation T have known in 
twenty- two years. 

HON. MR. BROWNLEE: What would be the annual 
volume of your turn-over, Mr. Corlet? 


MR. CORLET: In what particular way, MreBrownlece? 
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HON. “Re BROWNLEE: What would be the turnover 
sn the course of the year - what would be your total 
sales? 

MRe CORLET; If I am not compelled to say that, 
I would prefer not to answole 

THE CHAIRMAN: No, that would be going into you! 
yorsonal business, of course al 

STR THOMAS WHITE: 168, T should think sob 

HON. MR. BROWNLEE: Have you discontinued or 
do you still continue to do business in England? 

MR. CORLET: We do a lot of business in England. 
We are shipping all the timcee 

HON. MR. BROWNLEE: j know you formerly did - 
in 1920? | 

MR. CORLET: Yose 

MR. BROWNLEE: Has that business remained 
uniform, or has 4t increased or decreased? 

MR. CORLET: It has increased since the Imporic 
Conference verypaterially- 

HON.MR.» BROWNLEE: For what reason? 

MR. GORLET:: On account of the quota given to 
Canada, and the holding up of productions from other 
countricse 

HON MR. BROWNLEE: On what productions? 

MR, CORLET: Hog products chicflye 
Those are what we export almost entirely, apart from 
certain canned lincse 

THE CHAT RMN: Has the exchange position affect 


you much? 


MR. CORLET: Yese 
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HONs MRe BROWNLEE: In what way? 
MR. CORLET; ‘When tho market is availablo in 
when ade 

¥neland, and/the exchange is down to $3.60 or Woe lO, 
we could not act into that market. aa you can. 
find do not forget that Imeland is always a surplus 
market only; it is really tho most svvculative market 
you can set intoe For cxamplo, if the exchange is 
rising, the Englishman is aware of that fact, and 
is asking for lower prices, and one feature off-sots 
the other, That is why I say it is entirely a surplus 
market « 

MR. LEMAN: Do you say that the five per cente 
or seven per cente of your cxports includes your shipments 
to Great Britain? 

MR. CORLET: Yes, from five per cent. to seven 
per cent. of our entire business. Of course, 
at sdme periods of the year it is) VoRy much hichor, 


but taking it right through, that is about righte 


SIR THOMAS WHITE: In the past, what would be 
the proportion of your export businc:s to your entire 
twas iness? } 

MRe CORLET: cB te A difficult to say - 

SIR THOMAS WHITE: Oh, roughly ; has there been 
a materialdrop? 

MR, CORLET:; Oh, uncoubtedly. In some years 

very 
there has been a/material drop. 

SIR THOMAS WHITE: But what percentage, on the 

whole? 


MR. CORLET: Well, - 
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STR THOMAS WHITE: ‘There was avery interesting 
point you touched on 4 moment ALO If you got the 
advantage in the exchange, do you suggest that the price 
of your exported product would drop? 

MR. CORLET: Oh, undoubtedly. «6 8 rule, for 
our supplies in England, they keep thomselves more 
or less informed, and if the exehange drops, they im- 
mediately ask for a change in price. I have actually 
seen telegrams come in saying, Upxchange rate today is 
so-and-so; consequently we are looking for lower prices." 
They do not overlook anything of that sorte 

THE GHAIRMAN: Thank you very much, Mr. Corlete 

STR THOMAS WHITE: Just one moment, Mr. Corlet? 

THE CHAIRMAN: Yes, please; Sir Thomas would like 
to ask a question. 

STR THOMAS WHITE: Do fluctuations in the exchange 
embarrass you, or are you able to hedge your transactions? 
Do you understand what I mean? 

MRyeGORLET:, Yes, 1 do. We sell on the exchange 
on our futures; just the same as eoli.re av sixvy, ef 
ninety days. 

STR THOMAS WHITE: Do you find a great difficulty 
in the fluctuations from hour to hour or from day to day? 
MR. CORLET: o- 

STR THOMAS WHITH: You are able to meet that? 

MR CORUET sl esas 4t is nov, 30 marked at the 
present time owing to tho stable exchange the Last 
few months, but previous to that I have seen 4+ on oné 


occasion where we were accumulating our stock at a 
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price of exchange of about Four dollars, and we thousht 
we wore fairly safe on that, but when we came to market 


Our product we found it had dropped to $3.58, which meant 


& loss and not a PLroOL Ly; 


There is another factor; _Peoplo say to us, 
W 
Why do you not take advantage of that wonderful opportunit 


and ship: your liwe stock to the British market", for = 


getting the fact that there is only about thirty-five 
percent or forty per cent. of our live stock can so there. 
The others are not suitable and cannot go into that 
market e 

SIR THOMAS WHITE: Where is your main competition 
in the British market? 

MR. CORLET: Our most difficult competition _ 
is from the Continent, Denmark chiefly,.and Lithuania 
and Poland as well, | 

THE CHAIRMAN; Thank you very much, Mr.Corlet. 

I might sib ourine eas this afternoon we shall 
meet in the ball room at the Palisser Hotel. His 
Worship the Mayor has been good enough to make this 
arrangement, so that after we have heard a few more 
gentlemen, we shall adjourn to meet there at two o'clock 
this afternoone This should be made known at the 
carliest moment. 

I observe amongst the list of witnesses Mr. RL. 
MacMillan, a Rancher from Hish River. I shall be pleased 
to meet a fellow clansman. If Mr. MaoMillen is 
present will he please come forward. 

MR. MACMIII.AN: Yes, my Lord. 

THE CHAIRMAN: We shall be glad to hear what you 
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care §o tell us from your particular industry. 

MRe MagMILLANg I have no brief preparcd; 

I understood you wore going to ask a few questionse 

THE CHAIRMAN: That is exactly what I contemplated. 
Where is your ranch? | 

MR. MACMILLAN: West of Hish River, forty miles 
south of here. 

THE CHAIRMAN: As you understand, wo are especiall; 
anxious bo find out how far the banks here have been 
able bo assist the various industrics, and what 
your rclations with the banks have been? 

MRi MACMILLAN: My relations with tho banks 
have beon very goods 

THE CHAT RMAN: Unve you a large ranch? 

MRe MACMILL/N: Quite a large ranch, yes. 

THE CHAIRMAN: To what extent do you find it necesc 
ary in the duties of business to resort to the bank? 

W hat do you do with the banks, I mean ; what are your 
relationships? 
MR. MACMILLAN: Well, I am generally a borrower, 

THE CHAIRMAN: Rather than a depositor? 

MR. MACMILLAN: Yes. 

THE CHAT RMAN: I hope your borrowings sometimes 
results in deposits in the end Toll us about your 
experience in borrowing, the rate you pay, and soforth, 

MRe MacMILLANP I have paid seven per conte for 
some years now, but before that up until about ten years 
ago, I think we paid eight per cente 

THE CHAIRMAN: Dccs the amount of your borrewings 
verywith the season? Ae 

MR. MACMILL4N; Oh yess 
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THE CHAIRMAN: You run a sont of, what wo 
call in Seotland, a cash and credit to the bank? 

MRe MecMILLAN; Yese 

THE CHAIRMAN: Which will so up and down accord- 
ing to your scasonal requirements? 

MR. MACMILLAN: Up and down. “ic may borrow any- 
where from#l0,000 to#e0,000 or $50,000,. and probably 
will make a turnover of beof, or something, once 
or twice a year, and reduce our liability to the bank~-- 
wipe the bank out. 

THE CHATRMAN: But you run this cash credit 
balance? 

MRe MacMILLAN:; Yese 

THE CHaT RAMAN 3 And I think you say you were 
charged seven per cent.? 

MR. MacMILLAN;. Yes, seven por cente. 

THE CHAIRMAN: Well now, what sccurity docs the 
bank take from you? 

MR. MacMILIAN: In late years it has been 
under section 88. 

THE CHAIRMAN: On live stock? 

MR.. MacMILLAN: YeCSe 

THE CHAIRMAN: Anything else? 

MRe MacMILL in Cattle. I also farm a little; 
I am farming about 5,000 acrese 

THE CHAIRMAN: Is eny of the produce of your farm 
offered in security by you? 

MRe MacMLLLAN: No. 

THE CHAIRMAN: Your security has been entirely on 
live stock? 

MR. MacMILLAN: YeCSe. 


THE CHAIRMAN: Sofar as your own experience is 
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concerned, you have no credit difficulties with your banke: 

Mr. MacMILLAN: Yes. My relations with the bank 
have beon alright; no complaint whatever. They probably 
have been too good to us. 

THE CHAIRMAN: You think it might have been better 
if they had brought you up with a round turn, do you? 

MR. MacMILLAN: Yes, I think so. 

THE CHAIRMAN: But there was, as Premier Brownlee 
has brought out, a general expansion encouraged in tha 
quarter for a dime? 

MR. MacMILLAN: That was after the war. 

THE CHAIRMAN: Did that, in your experience amongst 
the ranchers, ee show itself? 

MR. MacMILLAN: Yes, Along about 1918 or 1919 E 
think most of the ranchers loaded up heavily with cattle. 

THE CHAIRMAN: Did that involve a loss in later 
years? 

MR. MacMILLAN: Prices dropped. We had a hard 
winter in 1919, and after that prices started to decline, 
and that ran up in 1922 and 1923 under similar conditions 
to what we have now, although probably not so severee 

THE CHAIRMAN: Are part of the difficulties due 
to an inheritence from that time? Were there indebted- 
nesses incurred in that period of assumed prosperity which 
have not been liquidated since, and which have been a 
burden? 

MR. MacMILLAN: Yes, I think so, from the effects 
of the war, probably. | 


THE CHAIRMAN: How about the prices you get? 


“ el mo oe fi } 


tasinad soy dditvy ovitiugetted Sons out. coved ee p abeareonee 


. ahh by 


. aad ees dite auakietes id aot Prerner Ty ot 
. Cidadomy yout. tented auth Sede Lepuod: om | idigdats: nood..qved 
| d Sead of boon” ood Heed awed 

 eatded Heed ¢ ad vac sok a ti aide wat. 2 EASA ARO eat 
tioy ob .t eect ch Bouts ost si citar Ga HOY daguord bath reds, a 

«28, seh ae st + HAdTIMaeh | AM 

sofawott saad Ses “TRA ab. ‘ecadd  4p@.. MAMATADD re 


act uf Benetyoone te tanagne Latentea &- ai10 delgarotd, ead 


yur 


| Semi s rok. Ags Bep 
stew ont edt 2 Gey font... 4 Wded IT Mo aii ao 
~~ i ‘x ie ono tqaaKns. twoYy ut 2 gate 6k. ee us PAHO ST 
PiLoutkt wode cata - y ate tones ott 
T @£8 no BEL tvods anolA yeo¥ sMALITMoaM «AM 
aod go bebnol evedpaat sat "te teom ap ide 
teu: [ mi eaol s.eviowdl dent BL SEAMSLAHD SAT 
¢,. feteet 
tex o Sat oW-  oteqgow esoeet i #AIEMORM yee 
, eet sak ot Be! eye foo.) : Bric todte Hhkts »~VLeL ai. tedntw 
‘enotd Lbaes alin te tet Shel DAR gsies at qw -aaet faite. bra 
soven oa. Jon yidiedorg fet osthia ,wod ¢ved ew gadw oF . 
enb. setd / i th eot to tay os SHAMETAHD Sa? 
-hattebuk « tecte stew Temie 2 waht moet’ ebred Everitt rie | od 
iG hste "a bteoe tc Henna x ‘to So} ogres astt ar he-rturox st B4aao0% 
| heed evar sha tot tos ,oonke Detehinupz£ seed ton evad 
| ' Toohwsd 
eae Pte welt’ mbert ii tnids I. aay ‘ aahit is eM . iM ioe 
: spt httadony hae! ont to” 
¢ dog Gey eatihay etd ituatin, Gl RMSE ATTD: agar 


-~ “as 


- 192 ow 


Has there beon a very bad drop in pricas? 

MR. MacMILL:N: Now? 

THE CHAIRMAN: Yos, 

MRe MacMILLAn « Well, about seventy-five per cent, 

THE CHAIRMAN: Whore do you sell your stock? | 

MRe MacMILLIN: Tf have been exporting mostly. 

THE CHAIRMAN : What market? 

MR. MacMILLAN : To the British Oe that is 
the only market we have to export to. 

THE CHAIRMAN: Are your transactions affected by 
the exchange rato? | 

MR» MacMILLAN : Xo% The Canadian Government 
Last spring pogged tho pound to the live stock mon at 
$4.60, which helped out some. 

THE CHAIRMAN: And since then? 

MR. MacMILLAN : Sines then tho pound has gone up 
and we aid nee ne eae any assistance from the government 
in the pestsing,. The poun. has beon worth more than it was 
pezzed at. | 

THE CHAIRMAN: Do you find the demand from the 
United Kingdom is steady? 

MR. MacMILLAN: Yes, quite steady. 

THE CHAIRMAN: Do you find that the ercat distance 
from Alberta to the United Kingdom and the transportation 
charges have been serious obstacles? 

MR. MACMILLAN: Very serious; that is our areat 
trouble. 


THE CHAIRMAN: Are you able to surmount that diffie 


culty? . 
MR, MACMILLAN: Ido not knowe There could be. 
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a small reduction in freicht rakes and bandlineg charzos, | 
which would help to a smaili extent. _ 

ite LENS) Mo OU ship vin Veisouwer om the 
Great Lakes 

MRe MACMILLAN: Via Montreal. If we could ship - 
gattle by tho Great Lakos it woulda reduce our rail rates 
considerably. That is where our big shrinkase is over 
the rail routoss 

THE CHAIRMAN: Tho long haul. 

MR. MACMILLAN 


Yos. 

THE CHAT RMAN : Does that depreciate the stock? 

MRe MACMILLAN: Yes, it dows. 

MRe LEHMAN: You ship no cattle via Vancouver? 

MRe MACMILLAN ; fo 4 

HON. MR. BROWNLEE: Mr, MacMillan, I understand 
that you are one of our most successful ranchers here aT 
Alberta. ! | | 

MRe MACMILLAN: No, not very successful. 

HON. MR. BROWNLEE: You are, let us say, a large 
ranch owner? 

MR. MACMELLAN: Yes. : 

HON. MRe BROWNLEE: Would you mind saying, if it 
is not too much of a personal question, how many head you 
run on your ranch on the average in a year? 

MR. MACMILLAN: From twelve hundred to fifteen 
hundred. 

HON. MRe BROWNLEE: You have been in business dom 
there for how long? 

MR. MACMILLAN: Since 1992. 

HONeMR. BROWNLEE: Your experience during the last 
four or five years has been the same as Mr. Layzell's, 


that is, the extent to which you get intatho British market 
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is depend cnt on the rclativo valuc of British and Ganadian 
money + thc question of cxchaneec. 

MR. MACMILLAN: Yos, 

HONe MRe BROWNLEE: Thore is no question in your 
mind that when the Canadian Governno.t  yossed the price 
of tho British pound at $4.60, thero Jas an immediate 
revival in live stocks 

MRe MACMILIL JIN: It mcant a difference of $6.00 
or. #7,00 2 head with our cattle. 

HON. MR. BROWNLES: As compared to what your ein 
pericnce had been for the fow months precedyns that action 
on the part of the government? 

MA.e MACMILLAN: Yose 

HON. MR. BROWNLEE: md since that time the British 
Pound and the Canadian dollar have come closer to a 
parity? 

MR. MACMILLAN; Yos, 

HON. MR. BROWNLEE;: And your business has improved 
without the necessaty of that péersged price? 

“MR. MACMILLAN: Yes, it has ir vcoved. 

HON. MR. BROWNLEE: So there is no doubt that the 
successful ranching business in this Province does depend 
very largcly upon the position of ourSanadian money 
at any time in roLlation to British money e | 

MR. MAGMILLAN; Yous, 1% OCS e ; 

MR. LEM(N: In 1920 and 1921, Mr. Maufillan, 
wore your shipments more active to the British market? 

MR. MACMILLAN: I sent a shipment over in 1921; 
that was the first shipment over which I sent to Liver- 
gol, 360 head, and. the markets wore a great deal better 
in those days than thoy are to-Caye. - only sent over 


360 odd head, and they netted me back $12.00 a head, 


- 
/ 
F ' ; i 
4 
\ 5 5 
} ay : 
we oh 7 
- %  o Ara : 
; i : 
= rs . oa 4 reheated 
Pre “ E é aR he he 
8 Arts Pe gk ie ras . * " 
E tyfhars i ae : 
a See \ cet a ee ae cet wey cou bby Piqees weld hues, Pye iry t mor 
pest PSS mos i c } She as ¥ AV AW eat ‘ihinne WV ie Aidt penta Ot a! ate 
ae Bs baa Sat ; A 7 ww ~~ d . = abs . 
. F a rel S i 
Me ' = Sat es > os ‘ 
oy ee es a ; 2 
f ee 3 : oon P Deh ee bate at = TO f 
ig 1 3% ; S 4 Pi , aul 
@ Pols oat a ly ted vee Wao ht Sabin Wes Se 
st + 
e 
a 
near ch 
Beet : 
Py Ry sto unica cs aa fall 2 a Sk 
F i geee graders TUS Ge. cheep Sak “7 . on 
a Se pe ae | es 
moe 2 a : 
{ 
Lee, Bee 
st ef 8 . % } ‘ ' 
Oa \ 3 
x oon 


~ 
‘ - oe 
A ae fe m6 . : 
SY tet as : 
ms q om 
ey : t a } of j hi 
4 comet | ones) 4 
Sars , fone a 
t \ : ~ ’ ‘ 
w * re) ytd a) ded 
Be yey: ie BANE 
, 
' % A yo 
we ees ; fas -& ee | 
av . * i mo are 
~ C na - 
. is Bove : 
‘ a a & Z % ‘ # 4 
rs am 
. 4 
‘ mn ‘ 
% tow « 
. ae . . J : 
I [a t - 
P t wee 
eae ee Coa , 
; "s oy one 
a ons e iets F i fi o fit 
cf oe u 3 i Wie 3x7 Se 5 Fe 
Mere ny a spare ore : arth ae a ae ’ 
¢ eer 7 cat ECR ca : “ - : : 
Cay ene poner a es Sa ae ; , a 03 ise 
<gkie Pave | } 
ia 
fie 
LR Sa 
BAW : 
. ie 
. 
at f 
, , - ; 
of e 
2 \ . Lot 
: r c oy 
i 
“st “i 4 ‘ wr 


- 795 — 


and my boat space was $50.00 then, where it is only 
$15.00 to-day. | | 

HON. MRe BROWNLEE: Could you in a very 
practical way show the difference in live stock this 
year as compared with-- 

MRe MACMILLAN; The @ifforence in value? 

HON» MR» BROWNLEE: Yes, What would be the 
aVErage net price of a4 fair-sizod Mt, Say, Tour 
or five years ago? 

MR. MACMILLAN A good becf cow to-day is worth 
from $12 400 to $14.00, wnere ten years ago, or around 
1926 oreieay, it was $50.00 or $60.00 or $70.00. 

| HON. MRe BSROWNLs: But against thet shrinkage 
Of) value, your overhead his romained steady? 

MR. MACMILLAN: Vcry much the same; labour is 
a Little cheaper. 

HON. MReBROWNLEE: Your taxes are up? 

MR. MacMILLAN: Yes, and leased money is about 
the same; taxes are up a little. 

HON. MR. BROWNLEE: And the commodities you 
purchase = part of your going conceern have not shown 
a similar decrease in price? | 

MRe MACMILLAN; Noe 

HON. MRe BROWNLEE: And I suppose it is needless 
to say thal you could not hope tomake money as a rancher 
with prices at the present level. 

MR. MacMILLAN;: We could not hope to survive, 
unless thore is a change. 

STR THOMAS WHITE: What would be the relative 


price in 1920 and 1921 - you remember there was a period 


of severe deflation and depression then -- do you 
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romombor what the price of your tattle would be et that 
time? 

MR. MACMILLAN: My cattle made me about thirteon 
and one-half penes in Liverpool. 

SIR THOMAS WHITE: I mean heres you made certain 
comparisons, for instance, that a cow was worth so much; 
do you remember the rclative prices? 

MRe MACMILLAN: We were gotting about eight and 
one =half or hine cents o pound in 1921, 

SIR THOMAS WHITE: How did that compare with 
two ycars beforo, during the war? 

MRe MACMILLAN: 1921 as compared with the time 
Guring the war? 

SIR THOMAS WHITE: Yese 

MRe MACMILLAN: We were getting about 15 cents 
thon. 

SIR THOMAS WHITE: How much a pound do you get 
now? | 

MRe MACMILLAN: One dollar and fifty cents to 
three dollars and fifty cents per hundrede 

SIR THOMAS WHITE: Just one other question; what 
is the customs duty - the American customs duty - 
acainst Canadian cattle? 

MR. MACMILLAN: Three dollars a hundred. 

SIR THOMAS WHITE: Is that very heavy - prohibitiv’ 

MR. MACMILLAN; Yes, prohibitive. 

STR THOMAS WHITE: Would you have a substantias 
market there, but for the customs tariity 

MR. MACMILLAN: Yess It would be the making 
of the sagihe industry if we could go across the Line 


with our cattlee 


HON. MR. BROWNLEE: You do not handle hogs? 
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MRe MACMILLAN: Yos, I have about seven hundred 


HONe MR. BROWNLEE: I am not sure that this 
question is oxactly pertinent to ‘tho scope of this 
inquiry, but I would like your roply from the standpoint 
of general information, is it fairly scneral practice 
now for the dealers to buy at the ranch or farm instead 
of on the market? 

MRe MACMILLAN: If I sell hore, I gonerally always 
sell at the ranch. 

HON.MR. BROWNLEE: Are you of ite opinion that 
that tends to a better level of Dricos Gham if there 
was an ouctionmarket re-established at the live stock 


yard? 


MRe MACMILLAN: J always thought sos I never 
thought there was much ev.~atition, 


HON «MReBROWNLE:: {uu are quite satisfied 

with having the sales mado at the ranch? 

MRe MACMILLAN: I do not have to sell there. If 
I ship to those yards I cannot go slsewhere. 

THE CHATRMAN: Thank you very much. 

MR. MACMILLAN: On behalf of the stccksrowers 
of this country I would like to ask this Gormission to -- 
the banks should co-operatewith us a little more - 
with the stock raisons of this countr. 

THE CHAIRMAN: In what way havo you in mind? 

MRe MACMILLAN: In reducing our interest for tho 
next year or two. If they would reduce this interest for 
2 couples of years this cattle industry mizht survive. 
That would be of considerable help. 

the CHATAMAN: You find the pressure of the 


intercst rate rather severe? 
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MRe MCMILLAN: It is under the conditions we 
arc going throuch. Thdeattle industry is one of the 
basic industries of this Western country -- 

SIR THOMAS WHITE: No doubt about thate 

MR. MACMILLAN: ae I think it is possible the 
cattle industry Can Still survive with m Ticeie eee aoa. 
ation. - 

THE CHATRMAN: Have you any idea of what it would 
mean to you? 

‘MR. MACMILLAN: Well, o man borrowing $25,000 


& ycar--two per cents, would be quite an item. 


THE CHAIRMAN: Would you be borrowing for all that 
time? 

MR. MACMILLAN: Yes, and sometimes morc 

THE CHAIRMAN: Over the whole period? 

MRe MACMILLAN: Yes -- well, probably until we 
made our turn-overe 

SIR THOMAS WHITH: Every item of expense becomes 
important, Mre MacMillan. 

MRe MACMILLAN: Every item of oxpense, Fes - 
quite importante 

HON. MRe BROWNLEE: Do you know what the ranchers 
across the line arc paying for their bank loans, as 
compared with the Canadian banks? 

MRe MACMILLAN: Noe 

HON.MR. BROWNLEE: You have not investigated that? 

MRe MACMILLAN: No. I think this cattle industry 
can still survive, with a little assistance@e 

HON. MRe BROWNLEE: You are pretty close to High 
River? 

MR, MACMILLAN: About twenty miles. 
HON. MR. BROWNLEE: So that from the standpoint of 
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checking up on your personal securities, there is no 
particular difficulty offered to the local managers? 
MR. MACMILLAN: No. 

HON MRe BROWNLS: snd as a large rancher would 
you be inclined to feol if Jour securities were ample 
that you should be entitled to obtain the same rate 
of intercst as ordinary industry is able to obtain, when 
they produce the same sccuritics? 

MRe MACMILLAN: Yes, I think so. 

THE CHALRMAN: Wo wibl bear that in mind, Mr, 
MacMillan, and we are very much obliged to you. 

I think we might take one further witness inthis 
room before we adjourne © ts Mr. George McLeod in the 
room? Apparently he has retired, ie Mr. Sine here? 

MR. SINE: Yese 

THE CHAIRMAN: Will you please come for ard? 

I understand you are in the lumber business? 

Mie soe? Bios. oir Tone, 

THE CHATRMAN: “on have heard what the previous 
witnesses have told us; can you make a contribution along 
the same lines, from your own pcrsonal experience? 

MRe SINE: Our experience has been that our 
banking service has been very satisfactory to Use 
Wo have absolutely no complaint to make. 

THE CHAIRMAN: What rate of interest do you pay? 

MRe SINE; Six per conte, when we borroWe | 

THE CHAIRMAN: Do you borrow extensively for the 
purpose of your business ? 

MRe SINE; Not for the past threo or four yearse 


THE CHAIRMAN: Is that since business has been 
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MR. Yose 

THE CHAIRMAN: IN ordinary times when your business 
is more prosperous do you use your bankins facilities 
quite freely? 

MR» SINE: Yes, we do. 

THE CHAIRMAN: On a seasonal basis? 

MRe SINE: Yow, 

THE CHAIRMAN: You finance tho timber until you 
get it away? 

MR. SINE: We are in the rotail business; we 
do not manufacture our lumber; we buy our lumber and 
POUALL ite 

MRe LEMAN:; In British Columbiag 

MRe SINE: yome, but I think Rote Sh cin Northern 
Alborta. 

THE CHAT RMAN: To what markets do you consign 
your lumber? 

MR. SINE: We have about ninety retail yards 
through Saskatchewan and Alberta. 

HON. MR. BROWNLEE: What companies do you represent? 

MRe SINE: The Revelstoke Saw Mills Company Limited, 
the Atlas Lumber Company, and the Alberta Lumber Company. 
‘ THE CHAT RMAN: Is your lumber nearly all consumed 
in the Province? 

MRe SINE: Yes. 

THE CHAIRMAN; For buildins purposes? 

MR. SINE: Yes. 

MR. LEHMAN: And in Saskatchewan? 

Mine SINE: Yes. 

THE CHAT RMANs: On the Prairies? 

MR. SINE: Yes. 


THE CHATRMAN: Has there been a marked diminution 
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in the demand for lumber for building purposes? 


MRe SINE: There has boen in the last four years, 

THE CHAIRMAN: Due to the Stoppage of housing 
@ovelopment? | 

MR, SINE: Yesy and lack of CPODS » 

THE CHAIRMAN: To the depression sonerally? 

MR, SINE: Yes, 

THE CHAIRMAN: Is not your industry a very good 
touch«stone for the industries of the Prorknce? 

MRe SINE: I would think SOe 

THE GHAIRMAN: I <o not want to ask you a personal 
question about your busin Ss, but upon what order has been 
the drop in your business and turn-over? 

MRe SINE: You mean from 1928 or 1929? 

THE CHATRMAN; Yes, from the time you mention- 
when you were doing a reasonable business. ‘ 

MR. SINE: I think our largest turnover wag in 1929¢ 
From then until now it is dow forty per cente 

THE CHAIRMAN: You do not sell any of your lumber 
abroad? 

MR. SINE: No, sir. 

THE CHAIRMAN: Do you manufacture or »rocess it 
in any way? : 
MR. SINE: No. Well, we have a finishing mill 
at points west of here; we buy the lumber and finish it 
and run it into sizes and clsesses. ° 

THE CHAIRMAN: You do not riake up windows and doors? 

MRe SINE; Oh yes, we have a factory in Calgarye 


THE CHAIHMIN: That is depondent, of course, directly 


upon the housing demand? 


MRe SINE: Yess 
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THE CHAIRMAN: How are you affected by the exchanm 

MR. SINE; We are not, not very much, 

SIR THOMAS WHITE: Do you see any sign of res 
provement in the demand in your business? 

MR. SINE: Not in our businesse I think perhaps 
the manufacturing business on the coast has seen some 
improvoment, and some of the mills scound here may see 
some, but our sales are running about the same as they 
were last year. 

HON. MRe BROWNLEE: Do I understand you to say 
there is a forty- per cont, difference? 

MR, SINE: From 1929, yese 

MR. LEMAN; Hove you put in any new lines since 
then? 

MR. SINE: Yes, we have since thats we have added 
some hardware stores, which we operate in connection 
with our lumber yards at about 18 points. 

MR. LEMAN: You filled up the gap with some other 
form of activity? 

MR. SINH: Yese ; 

HON.MRs BROWNLSE: The British Columbia manu- 
facturers suviiitted a statement to us in Vancouver that 
their business on the prairics wad fallen from 
approximately four hundred odd thousand dollars in 1926 
to eighty thousand dollars last yoare 

MRe SINE: 1 think that probably would be correct 
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You moan since 19ce08 oP Lye’ 

HON. Mire BROWNLEE:; Yose 

MR. SINE; I think that they have decreased theif 
consumption of Alberta lumber 2 great deal since 1928 


and 1929.6 
HON. MR» BROWNLEE: ‘You have been buying the 
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cheap Laniber up north. 

RR. SINE; Burimg 1928 or 192 there was more or 
less house-building, where finished lumber was required. 

HON. MR. BROWNLEE; Have you a retail lumbermen's 
association here? 

MR. SINE: We have in Winnipes, which represents 
the three provinces. 

HON. MR. BROWNLEE: In siving your cvidence to-day 
are you speakine for yourself or the association? 

MR. SINE: Myselfe ; 

HON. MR. BROWNLEE;: You would not, therefore, 
say thot the other retail lumber merchants in the Province 
have had the same happy relationship which you have? 

MR.SINE:. Nos LI know nothing about their business e 

HON. MRe BROWNLEES Without asking the particutars 
of your turn-over, my recollection is that the three 
companies you represent have been fairly success ful 
in the Province. 

MRe SINE; I think soe 

HON. MR. BROWNLEE: 4nd you, therefore, are 
one of the better customers of a bank’ 

MR. SINE; Well, we are in a happy position with 

the bank; we do not owe them anythinge 

MR. LEMAN: Would it be spruce lumber you are 
buying up north? | 

MR. SINE; Yose 

MR. LEMAN: White spruce? 

MR. SINE; What they call the Engleman spruce; 
up around Edmonton, and west of Lacoribe, on the line 
between here and Edmontone We do not manufacture that 


lunber; we are simply distributing Ae 


aA 6 
ee) A 
/ 
= 
» ; ’ 
te BOR a 
é ; if 
ie 
yan ; MONA Sit ae, sihtrron qa socal geod, 
i 7 i a ahs k ee ps 
“rs oon ‘ae enon sen 40. eset | ale ‘BuTR. san : 
a A ae Nee 
é : 
boxtenok aeNW cocterl’ boebat onesie EL bsidw onset eval 
a } aa ‘ . ny 
efronmrodiel Ihatet 2 Prd ‘eat SALUWORG Bi HOR 
: aie 4 4 
SN yoxed no bt gtooees. 
F ; 7 7 i : aa Tae : 
ed coneiget.. do » bebe ypoatemeil it oved oW SHMIG oft ; 
‘ 7 PY oy oe ‘rk 4 
oy ' re ; 2 
7 4 P A 
sa00nty: sq cond’ ond 
s ¢ bes fap . iy: ~ " 
yahaot epmehive wre6y shite ae: at sma oi HOw a 
t fe : ‘ j > ™~ - ‘ 7 
' SHORT Looeen ond to bLfee aWOy 4o% pitdalnogs, soy ont 
; ” 3 1s. : + 
Pune we Pe a 9) 34 i t a fe bar of is ; a Me 
,erototony «hor Bits OW OX | EU VORE. of M » HOR 
a. * we Mf 
: oe aR ao ° her 
% apie i Bethy nis ‘cam tedious l . fad on. SHATo ors tant Yes 
Tevad voy dofdw qitteacidale: yaqad CHO. one Sadcevad, 
e RY , ‘ aS M ae oe ae bi cee Pa Ca ner em ot rt at nae 
£8! As Vb em 6 if i Th 4 Ai Die i 5 | wo >. Ea ' Oe a}, mee ¥} wm wrist nie 
: ; ee : 
mt . aw ‘ t. re ake Key a . cea F ey 
tioe. odd settee oeoddew a TE wet El ak ¥ o HOH 
Eps fee ; as ; a cine 
vit odtotadt ef ro kioe¢ olfonen.. bicep On mnid tuoy To 
m : + t 7 ; \ 
vei eoootTae Yilakat ceed oy an wie RISUOS cro ¢ ot as iGITO i 
Po ivet 0s: ) rey soouty “ 4% -adt at 
a wy; : ee « R x des as cas ai 
4 Pe rie we . 2 
“ oe slr hag i Pere Pe ee 
. A eS i. awe 
¢ pI OLS te iS gh ry he “i ahN « MOR 
7 As -- "lia } ye » be tl aah - , i ‘ — 
in eta | pF a eC Cy aed Sarg ere | ons ‘to Gig 
4 s 4 i N ae , = ‘ : 
Pear sey ae eats | ‘ * ns k ‘ ra in UWS o % 
= vay ms Oe sy G4 wwe Lad he Ge | re edi Seve erim? ‘ 
Ga , 1 
| | whet inkdygsie asi somo tom ob she as ace org 
rib Moy vocal oomrga od £2 BtyoW. Ale cae 
a are 
SS blige edd Lot Ga Bat howe 
as : Ra vea? a ye P oe eve: 
cel , eS BD 4. te ALG “i : 
: , 4 ones “4 . % a 1g 
y use “ ay leony 7 ea 
ye *o Sarre. ot Lei pid, ML SA 
= Ps i : ; 5 \ . a4 ¥en ‘ z ‘ i 
* a OK 5d Fa bi) ie A dad, r aid cout Sa Ww ‘AKG otk 
i , ? , fi : , . ae 1. ; 
a3 Oo ie bs = i : a 
meee ° ox 
eat ogitt mo see cline oil” to new. tae sto doa Bourors ww 
a p 
at ow or "ai data eh a ie tin ae 2 
a hE ah ESB HX Dp ow a ito Pee mad bas " rors noowdod 


oe ' . 
Lier i ay 


thee Ba . 


ett yz wi Hat Bosh Bb setae: ote ow prodaap 


- 804 . 


MRe LEMAN& 4nd the domand you create is re- 


flected in your own activitics? 

MR. SINE: Yos, more or less. 

HONe MRe BROWNLEE: Would it be possible for 
your association to provide us with figures, such as 
we reecived in British Columbia, showing the actual 
sales of lumber, say, in 1928, as compared with the 
actual sales in 1932, in orderthat we micht obtain a 
picture of the contribution toward ur.cmployment which 
has resulted from the falling off of lumber sales, 
and therefore the Talline cre in manufacturing. 

MRe SINE: I do not think I could pive you that 
information, because they have no information of that 
kind, The only information they could give you would 
be the amounts outstanding in 1928, and this year. 

HON. MR. BROWNLEE; You mean outstanding accounts? 

MR. BINE; Yes, bills reccivables 

HON.e MRe BROWNLEE: That would show a much 
greater percentage of increase in 1932 than in 1928. 

MRe SINE: I do not knows; there has ‘not boon so 
muchHe | 

HON. MR. BROWNLEE: Have your accounts been coming 
in as well? 

MR. SINE; There is not mich chance in Sask- 
atchewan as far as our business is concerned, It is about 
at a standstill, 

SIR THOMAS WHITE: Would the comparative statistics 
of building operations be available in that connection? 


MR. SINE: I do not know. I think you gentle- 
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STR THOMAS WHITE: You soll lumber for building? 

MRs SINE: Yes. 

SIR THOMAS WHITE: What I had in mind is that 
building construction is one of the great industries 
an Canada: in times of prosperity it rises very high, 
and in times of depression it falls very greatly; 
how far do you think you are dependent upon outside 
sources for lumber, that is, from sources outside of 
“lberta? 

MRe SINE; I think we only require about 10 or 
15 per cent. of British Columbia lumber; that is on account 
of the fir for finishing purposes and shingles and sicing, 

HON. MR. BROWNLEE: Having regard to your own 
requirements, which evidently are very considerable. 

MRe SINE: Yes. 

THE CHATRMAN: We will adjourn now to ro- 
assemble in the eRe of the Palisser Hotel at 


two otclock. 


The Commission pap pe ae at 12.55 Pelle 
to reconvene at 2 otclock pynb* 


(Paze 815 follows). 
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AFTERNOON SESSION 


Palliser Hotol, Calgary. 


THE CHAIRMAN: We meet under more comfortable circum- 
stances this afternoon. 

We will receive this afternoon the United Farmers 
Delegation. Mr. Gardiner, I understand, is to be their 
spokesman. 

MR. ROBERT GARDINER, M. P. (Prosident, United Farmers 
of Alberta): May it please your lordship end gentlement 
of the Commission: 

The United Farmers of Alberta welcome this opportunity 
to present their views upon the subject of banking and mone- 
tary and credit policy, 

The subject is one it. woich our Association has been 
deeply intcrested for more than a decade, and in respect to 
which our membership have gone on record in successive 
Annual Conventions, both before and since the present de- 
pression began. As a result of study and discussion, the 
Association has reached certain definite conelusions, which 
will be set forth in this submission. 

| In the House of Commons, representatives of the United 
Farmers of Alberta were instrumental, as the result of the 
acceptance by the House of a resolution moved by one of thelr 
number, in bringing about in 1923 the first and only invostis 
gation which has been held hitherto by the Parliament of 

Canada, into the basis, function and control of financial 
credit. In succeeding years, officers and Parliamentary 
representatives of the Association, acting upon mandates 


given by our Conventions, have seized upon every suitable 
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oécasion to press for the changes tn tho financial system 
of Canada which we consider to be vitally necessary. Ton 
yoars ago the yoices of our reprosentatives were as voices 
érying in the wilderness. Toeday, many of the proposals 
which thoy have put forward find support in the writings c 
well-known British economists; and financial measures whic 
have recently been adopted in the United States bear point 
of resemblance to the programme which our Association has 
advocatode 

Tho bearing of financial policy upon the world econon’ 
crisis is now universally recognized. ‘As the crisis has 
increased in intensity, the discovery and application in 
practice of a sound finaneial policy has been seen to 26 
imperative. We believe that Canada can make her most uce- 
ful contribution to 4 solution of world problems by settir 
her own financial and economic system in order. We are & 
thereforo, that banking and finance in Canada should have 
been made subjects of investigation by a Royal Commissi on. 

As ropresontatives of the United Farmers of Alberta, 
wo naturally approach these subjects from the standpoint o 
the apriculturist. The farmers who settled Western Canada 
had but little chance of making a living until the prairi¢ 
was broken and under cultivation, Most of these men had 
comparatively little capital, and the majority of them kne. 
nothing about borrowing moncye Gredit facilities came wit 
the settlors, They were offered credit by lumber companie 
machine companies, banks, loan companies and other interes. 
at rates of from 6% to 12%. As soon as the farmer had 
secured a recommendation for his patent, agents of the 


financial institutions canvassed him for a loan on his lar 
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In short, he was oducated to do his business on credit. 

His greatest problem has been the groat Plosbuat ian in 
the price of his product. There was a crisis in his affair: 
in 1914, but the rising prices which came with the war save¢ 
the situation. Before the war was over the groater product- 
ion campaign was inaugurated, sponsor a4 by the Government, 
and aided and abetted by banks and loan companies. The 
farmers were urged to produce more as a patriotic duty, and 
as @ consequence, very many of them wont heavily in debt 
for both land and machinery, which debt in most cases was 
still outstanding when prices collapsed in 1920. 

In 1918 and 1919 many banks advised the farmers to 
borrow money to engage in the production of cattle. Due 
to thedeflation in 1920 cattle prices absolutely collapsed. 
Many farmers were forced to sell thoir cattle and were left 
heavily in debt Tor this roason’ also, 

The type of farm machinery was changing rapig ly during 
those years, and considerable iicioubib Races incurred in pur- 
chasing new machinerys 

Due to theso various causes many cf our farmers were 
still hoavily in debt when the deflation of 1929 occurred, 
After the past thres years of deflation, our farmors find 
themselves practically without credit facilities. Canadian 
business is largely prodicted on our wheat crop. Canada . 
is pre-ominently an agrlcuisural country and wheat her 
greatest item of production. Yct the banks seem unable or 
unwilling in many cases to advance credit to enable the 
farmers to purchase even binder twine with which to tie the 
crop. As an evidence of this situation, we would point out 


that the Alberta Government has found it necessary to 
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guarantce bank loans for the purchaso of binder twine durin 
the years 1931 and 1932. It is afurther indication of the 
desperate financial condition of agriculture that the 
governments of the three prairie provinces have found it 
necessary to pass protective legislation to enable farmers 
to retain their homes and carry on their operations. 

At one time, the farmer believod that if he produced 
quality products someone else would ccc that he got at leas 
cost of production, but when in 1932 he sold #1 Hard Wheat, 
the world's best, as low as 25¢ per bushel at the local 
elevators #1 churning cream at 9¢ per lb, butter fat; eggs 
at 3¢ per dozen; bacon hogs at 2 and 3¢ per 1b,, and other 
products at corresponding prices, he was compelled to 
recognize that the financial system is the dominant factor 
governing his economic welfare, and was therefore forced tc 
make an intensive study of monetary problems. 

Due in large measure to financial deflation, the valuc 
of primary products have dropped to the lowest figures on 
record in the history of North American production; while 
by far the greater proportion of debt was contracted in the 
war and post war period of maximum prices--the highest in 
history. The deflation started in t's major gold-holding 
countries but spread to all the gold countries, including 
Canada. 

Recurring depressions, of which we are now experienci: 
the most severe in modern times, are not due to acts of 
God but toacts of man. ‘ve do not know all the facts 
regarding the deflation which started the present period o. 
depression, but we have considerable evidence regarding th 
deflation of 1920. 


In January, 1933, John-A. Simpson, President of the 
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National Farmers! Umion of the United States, in his evide: 
before a Senate sub-committee at iveisioaiet made the foll: 
ing statement; 
"The latter part of January; 1920, I called on John 
‘Skelton Williams, who ie then Comptroller of the 
Currencye I asked him when deflation would begin. 
He told me the other members of the Federal Reserve 
Board had voted for it to begin in May of that yeare 
He said that he told the other members of the Board 
that this would break lots of little country banks 
and that other members of the Board told him they ov 
to break, there were too many of thems He told them 
it would ruin lots of farmers end the other members c 
the Board replied that they ought to be ruined, tury 


are getting so prosperous they won't works 


Since that time 10,000 banks have closed their aoore, 
thousands of small business institutions have taken 
bankruptcy and a milliom and a half farmers have. seen 


their farms taken from them by foreclosures," 


It seems qite evident that the deflation at that tim. 
was deliberate on the part of those in han on: of credit 1: 
the United States. Canadian banking institutions were 
evidently parties to this deflation. They have made no 
constructive efforts to remedy present conditions. The 
bankers state there are ample credit faeilities for all 
borrowers if the security is adequatee. The farmers! secur 
is no longer adequate because of the collapse of prices. 
Yet so far as we know the Canadian bankers have never made 


any Suggestions or taken. any measuros with a view to raisir 


sets Obs: ise aeons 18 nit Ee: ease yo: ee Vereen, ann. 


tfah’ “oat oBaad rods steinath ie - nt toanieeleon ad anoe “a outed 
etd) (Ata Pee aie eae “stnonmseds, gat 


Ns 


on ane om RO bot! Pte” t' ! — ceailiad ty Piag xdstar oct 
cic agit “mea cout ne seostd ‘daw’ dieitie ‘Fema ot IW rot ost : ; 
ee ae ‘tahha ots s930 SBétlee egos ee 


“ag ek MEE | 


ae a eewnor ig seis! Me nity if pelaroxi ‘Gosia orkt ‘om Bhod of ret “| 


eat gents “3 eat ra whee jg dE Ret betov’ bad ‘bza08 e 


i we ani tom does ‘ott bho od gat bles of. 


aa nih og, ‘Gut $e ee 


epg oe: + ati pon 4 exdeee tes eter "sorte bivow etdit -tadt 


7 pe 


ae a hoe Seed ser 46 ‘dtedstem, tedte tad? Date . Pin 


ay. ! ey 
eae ko teee > Gee canenl 36° Wass Gos ‘etow oxord 4 ARotd od 


ot pn fu Si 3 Gren 
/ 7 ; ; i" 
se aE * eee ( ef Re oe tan ey v - ? 
Cle LENO re OEBES ott $< bitte ne >i mis sgot nive bfvow ds i 
aa , We ; <4 } Y . y . mH | : 
3 “ponkert nig. at ff hegre ie r ot teadd Beiiget bepod ext? | | 


: Pia aapee 2 : fe Seow: + recy ae es. APA emer mbt 6 B : pane 3 23: oka 
sibel i bebia évod “tise “ei ZOE" ‘pitt emia eorte 
as pales Syat ebddod aa webmtegss , ene Sis. ab aevort 3 
peek Svan -etomest ied & ‘piv ais ee ite Bers ‘podquentnad 
t. watiebtooid? oe met mesk ‘texas apts? tiotit Oe a 7 


EPG atict tas canetiie hs 
Be ay i cake 


tee: hadith ike a ddiattob oe 2: ‘inald guishite oft im’ entoes # 
quat Beetd 96 dade -BAadSHO gdetod ited Bow 
nt genkelergel Hae ERE aid *(hekets ‘pottat ost: 
ie Be Beek er ba vote ano: toLteh ehag Gao iiuig Ylanediye 
: Se ee vo het bawio,. Puesser ehade oe: Bars 10 ovidodataaoe 
bey | tie het ee: tiedo0} shbots ofowm ote "enna gtate avodnad 
_cibbeas it pon anita D” iat: ‘Yetedg pabs et qeiseaioe todd gt waowortod 
scotheworle te voqaien 688% cauBaed Staspehs THRcet Om te 
C ehhein ev en’ aved eubkinaid qu iBenay ele wodel ow Safes ri bas 
2s rhe tere Ce ae ee whe ‘eeoaled e'n0 ba 


ee abe aA a ; - 

Da rt: tae 
— : id - » 
~ 


- 820 ~ 


the price of farm products. As a rulo they havo opposed 
every proposal mado for raising tho commodity price level. 
This attitude is well indicated in a statement made by 

Mr. Jackson Dodds, Gencral Managor of the Bank of Montreal, 
in an address to the Winnipeg Board of Trade, as reported 


in the Calgary Herald, April lst, 1932: 


"Tnflation is not a way out of depression, but a way 
in, and leads ultimately to chaos. To inflate deliber- 
ately would be to ronder mgatory the three years of 


necessary purging tht business has had." 


iG) contradistinetion to this statement of Mr. Dodds, 
we would simply qiote the following sentence from the speech 
of tho Rt. Hon. Reginald McKenna, dolivered at the general 
meeting of the Midland Bank, Limited, in London, January 
e7th, 1933, three months before Mr. Dodds! statement was mad: 
"Controlled inflation, from being the remedy of fools 
or knaves, has become widely regarded as the best 
available solution of our troubles, particularly since’ 
it has become realized that a substantial rise in 
wholesale prices need have no more than slight effect 


upon the cost of living." 


in our opinion, speaking for this organization, neither 
inflation nor deflation should be necessary in a properly 
controlled money system. Yu have urged controlled inflation 
or "roflation," whieh simply nesns such an expansion of 
currency and credit as may be required to restore the price 
level to the point at which it stood before the present 
great slump began. It is possible that sowe of our bankers 


may have overlooked the fack that the total bank loans in 
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Canada during tho period from October 3ist, 1929, to the 
same date inl932, docreased by 578 millions of dollars. 
It would seom to us that it is impossible to have a decreasc 
of sO large an amount inthe bank credit issucd in Canada 
without bringing about a collapse in pricess 

Recent events in the Unitod States have now proved 
that price levels can be raiseds In the six weeks prior 
to May 5th, 1933, according to Moodyts price index, the 
commodity price level in the United States rose 24 poinus. 

Before leaving the question of the finangial conditici 
of agriculture, may we point out that practically all our 
agricultural products are on an export price basis and 
that we are at a distinct exchange disadvantage as comparcc 
with our chief eu era namely, Australia, New Zealand 
the Argentine and Denmark. Several of these t¢ountries have 
an exchange advantage of at least 25% over the Canadian 
producer, and in consequence wheat markets in tho Orient 
have been largely lost by Canada to Australia. The 
espa satan. under which our exporters labor cannot, there- 
fore, be lightly waved aside by the Canadian bankers, even 
though Mr. Jackson Dodds in the address above referred to, 
attempted to minimize its importance when he is reported £6 
have said that, measured in terms of gold or of Canadian 
currency, the Australian Farmer received less per bushel 
than the Canadian farmer. It is not the amount of gold 
"oo our commodities bring in foreign markets which matters 
so materially to the Canadian farmer, but rather the amount 
he receives in Canadiar currency, as his. debts and the price 
of the goods mine he requires area payable in our owrr 
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While wo are denling with tho question of our world 
competitors, we would point out that so far as wo are aware 
our agriculturists are paying a higher rate of interest 
for thoir ercdit then most of our compotitors., We believe 
it would be in the intorost of Cancda to seo that eredit 
is available to our agricultural pro°:ucors at greatly reduc 
ratose It is a matter of common knowledge that the actual 
rates charged to-day range for the most part from & to lez 
per cent, although Section 91 of tho Bank Act provides as 
follows: 

"the bank may stipulate for, take, reserve or exact 

any rate of interest or discount not. oxteeding seven 

per cont per annum and may receive and take in advance 
any such rate, but no higher rate of interest shall bs 
recoverable by ths bank." 

Unfortunately no penalty is provided for violation of 
this section of the Act. So far as we know, this is the 
only instance in which any law-6f Canada can be broken with 
out making those who bred it linble to pay e penalty for s 
doing. It is mite evident that the iis take full ad- 
_vantego of this failure of the act to provide for such a 
penaltye 

We have referrod to the genoral price situation. Whi! 
there has been a heavy decline in all commodity prices 

since 1929, tho dsclinc ass been most severe in tho prices 
of primary products, and vorticularly in the prices of the 
major farm products raiscdé in Western Canada. A chart 
prepared by the Scarle Grain Company, compares the price 
levels over a period of years, commencing with 1914, of a 


number of agricultural vroducts, with the price levels 


| in 10 ow an at oo er fen 
“teerodat tb odor ‘fost i al aubyad eed 
ovantes am a asodtdocibn “BuO, te. tite a pve oe. 
Hhbow © tacked oon ae. aa “ieee: to deotodat’ ‘offs ‘ak of bi ) 
“subete itowr : LA! | we tows vo beg 10, ot abattove at 7 ec 
Curae: a 


Paceae ode Fads oyhy owen 9am ‘to | coddom. 8 at. $2 “enotan 
‘i at G tos’. dane 4 420m arid Ok. omnes ebeod “boprndo aodan 


Dawe pe es 


88 Reblvowg JoA dined ori 16 re nobtaoe dguortta etieo fr] 
Oy leg te ee rawollo% 


‘goname to ovtossy . ovat S0% «3 coer ware dine ‘ghee saa ieee 


SON ee gai heeoxe torr saroos Ns %8,. 38 oxoset to ofa yas aa ia 
dere 1 ra oved Bew dw teow 2% ad bas EFS ROG detoo tom =H r an a | 
od tts: tp devtetnh le eder “neity fit Of Bind oder sows wae a 
| | one: ota ve oliietovason " a 
40. nohtolety 20% bab iverq ‘et yéfoneg Os: giodentsotnt - | ‘an a 
ais al atdd word ew wa tet 6B puta ods %o nostoee hdd” rot 
“Ser hw soak td it Ae ghanct’ * sO" ys yan Bate, Lotw, at oonnd ant eiso ae : : : 
‘ a 


n ot ytianau & Ye Od chiakt $i chord onfw oeodd galilem to Pert si 


. h ‘a ve g iy 
~ba Civ} slat ait. of fads tnabhow O8s al gt «metob 
tf j = 4 
potoye ook oftvom, of dee odd to ‘orunt int okas ‘to ogodmer > 4Oeauee 
> 7 7 id 
sVaLonog Bet 
oe ay | 


(tay .ettauos ooltg fatomeg on ad baste? ome vad ow 


g% 

rookag ythommoe Lis at andtesb weed R sooth sat .eredt  * a 

; ‘ a 
i) Age tug” ostt. kt exoune Sweaqmod #4 GFL Lag asd uses ‘portte an 

ue to 8 aod el ad wtan tu (riage t foe vt Poubesg ease bee’ te, 
i tado A ~sbeand nmotte a Ove gt 5 28 kee atosbore mn c0eat 
wddnn wid Rotagnia 4 guncnsed arent) ok 208 odd yo jerome a 

2 ‘te eBl@l. As dn gat boar onus 0 getpoy xo. Hgiaog . fs ead bel ‘efowal=" be 


} i" 
¥ a! La 


efoves Sotng ott ot bw wepoutiony: Korustivo tags: to odonume 


ni > a 
i 7 ul 
‘ ‘ 


ee Jie fas bord on i . ht . 

“ = pel ( “iat co ry ny , = i ; el +; 

7 Ale on ab se oo f ay nh 
ieee) Obi La 2! of ae 


of wholesale commodit bLES, otc., and with the level of 
municipal and school taxes duping: ithe same, portods elt shor 
incidentally, that the decline in the priecs of the product 
the farmer has to soll has been much greater than the de- 
cline in the prices of tho things which he must buy, and 

it is thus made quite cloar thet the farmor has suffered 
moro severcly than my other class of producers as a result 
of the depression. Wo aro plscing this chart on file with 
the Commission as an exhibit. It will be evi dont from a 
Study of the chart that the raising of the prices of farm 
products rolatively to those of other commodities is an 
imporative novosaiiy., ever Spart from t he neecssity for an 
increase in the commodity price level as a whole. 

While so far we havo dealt wnoirely with the agricultuy 
Situation, the condition of industry goncraliy, and the un- 
employment coxisting throughout Cansda, are cortainly presumy 
tive evidence of the need for very ircverial changes in our 
financial system, Up until the present time there has 
been no definite attempt to control the issue Cf werddet tin 
Canada so as to maintain a correct relationship between 
the volume of credit and the needs of production and con- 
sumption and thus to maint: in he comparative stability 
of orices. Evidences given by former presidents of the House 
of Commons in 1924 ane i328, shows that there has been 
little or no thought Siven to the effect that the granting 
or witholding of eredit has on the price level. (See 
records of Banking and Commerce Committee - House of Commons 
1924 and 1928.) 

Previously we stated that the farmers! greatest dis- 


ability was caused by an unstable price level. We believe 
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this to be almost wholly due to inhorent faults in the 
prosent monetary systom. They are faults inseparable from 
any system inwhich money and credit are regarded and treate 
as commodities to be bought and sold in the samo manner as 
real wealth. 

Money in our opinion should be: 

le A medium of exchange. 
ee A measure of value. 
3. A standard for deferred payments. 

As it is aie Generated and operated, the monetary 
system has failed in all throe. It has also failed: 

1. To maintain a stable price level. 
2e To maintain adequate purchasing power. 
Se As a means of international debt settlement . 
and 4. To produce a new volume of money to corre.sp- 
ond to the normal increase in the volume of 
products, except through the medium of debt, 

The sum total of money and credit in circulation shoulé 
not be determined by the amount of gold that may be in 
possession of the nation, but by the amount of goods and 
services which we can produce and use, either for direct 
consumption, for development of capital assets, or for sie al 
in exchange for import goods. 

To-day there is no intelligent or systematic regulation 
of the volume of purchasing power in rolation to the goods 
and services which can be mado available to our people. It 
is largely as a consequence of this oe of intelligent 
regulation that we are faced by tho tragic paradox of our 
times--a lack of financial mcans to distribute to our people 


the goods and services which can bo provided. in. super- 
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abundance, 
Repayment of debt undcor bresent conditions ig a 
financial impossibility, The operation of the existing 
financial System has croated an unprecedented volume of 
debt, but tho system is now cvidently unable to produce a 
volume of purchasing vnower Sufflictoert to liquidate either 
interest or principal, or even to make possible the pay- 
ment by the farmer of accumulated interest and taxos of 
the past three years, 
We suggest t he timc has come when we should 
establish in Canada a nationalized system of currency and 
eredit unattachee to any metallic base or to any specifie 
Commodity: that its Objectives should be the effective 
control of currency and credits: Stability of the price 
level; and regularity of production, consumption and 
employments: control of foreign exchange and generally the 
maintaining of proper relationship between consumor purchas- 


ing power and thse roods and serviccs available for USC. 
Sip & 
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These objectives can be attained only through a nation: 
ally owned government bank. <A bankers! central bank could 
not meet the situation we nave described or perform efficior 
ly the functions we have onvurerated. The reasons are obv- 
ious. Our present private banking instutions are carried 
on primarily for the making of profits for their shareholder 
It is evident that the interest of these institutions are, 
therefore, not necessafily identical with those of the 
community from whom their profits must be made; and it is 
evident, further, that a central bank if it be a "bankers! 
bank" will tend to serve the rape a of private profit 
making in the operation of the money system. On the other 
hand the creation of a nationally owr.? osnk such as we 
propose would mean the retention by the community of a 
function which is rightfully theirs, and which they should 
never surrender; and it would transfer to the community 
power over the economic life of Canada which is to-day main] 
ih the hands of private filancial institutions, 

We propose that the naticnally owned government bank 
Should be an arm of the government; that it should have 
annehes of the issuance of credit and be operated in the 
service of the people on a cost basis, thereby eliminating 
the present enormous interest charges; the bank to be 
controlled by a Board of Governors, clothed with all the 
necessary powers to carry out its duties efficiently; the 
Board to be appointed by the Governor-in-Council from slates 
prepared by the various bodies represurting the major 
economic activities of the porn 

The first duty of the Board should be the raising of 


the average commodity price level to a point which would 
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make possible the liquidation of existing debts. After ti 
point has been reached, it should be the duty of the Boarca 
to maintain a stable commodity price level and to realize 
all the objectives named in precoeding paragraphs. 

The bank should act as fiscal agent for the Dominion 
Government and be prepared to act in a similar capacity 
for Provincial and Municipal Governments. 

Tt shoulda also act as an advisory board to the gover! 
ment with rogard to all matters of taxation. We belieyvs 
the importance of this should not be overlooked as taxat'.c 
should be an instrument of money policy as well as a means 
of raising revenue. 

As one of the first steps to economic recovery We 
suggest that the Dominion Government should immediately 
ombark on a substantial programme of useful public works, 
financed by direct use of the national credit to provide 
employment and place purchasing power in the hands of con- 
Sumers . 

In making the recommendations contained inthe fore- 
going paragraph we have been influenced by a desire to 
| plage in.bhe hands of the Royal Commission, at an early 
atage in its proceedings, a general outline of the views 
of our association upon the subject of monotary and eredit 
policy. During the past ten days wo havo learned throug? 
the Press that the Commission plans to cover a wider field 
in the course of its investigations than we had at first 
anticipated. Notice of the sittings in Western Canada has 
been shorts; and the members of our Committee were brought 
together a few days ago from various parts of the province 


to draw up this. sanewhat hastily propared doecunrente For 
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these reasons, we would ask you to regard this memorandum 
a preliminary statement. which we may find it desirable to 
supplement by a further cvbnission at a later date. 

In conelusion, we wish to make it clear that we do nc 
regard the proposals outlined in this memorandum as adequs 
in themselves to provide a complete solution of our natior 
economic problem. ‘That solution can be made possible only 
the outcome of economic planning carried out on an extensi 
scale, with a view to ensuring the equitable distribution 
of the products of industry to the masses of our people. 
Until the process by which the wealth of Canada is becomir 
concentrated from year to year in ircrcasing measure in th 
hands of a few has been reversed, and an approach has been 
made to equality in the distribution of the national incor 
stability in our economic and social institutions cannot 
established. 

We have been unabl: to obtain from any department of 
the Gowernment of Canada procise statistics bearing upon 
the concentration of wealth, though there are many evidenc 
of the general tendency of wealth to accumulate in fewer ¢ 
‘fewer hands. Tho’ Government of the United States, a count: 
whose economic life parallels our own, has provided 
statistical proof of such concentration of wealth. A 
recent report of the Comptroller of the United States 
Currency, quoted by the newspaper Upabar" im ite. issue.-of 
August 1st, 1933, shows that there are 30,556,. 105 deposit 
accounts in the more than 5,000 bars which are members 
of the Federal Reserve system. These deposits total 
$23,542,307,000, a sum which would be sufficient, it 1s 


stated, to pay off the national debt and leave a handsome 
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balanee. Of this sum, 45 per cent stands in the name of 
less than 1% of the depositors. The accounts of the 
depositors who constitute this 1%, average $224,000. Only 
3.5 per cent of the depositors have accounts totalling 
#2,500 and over, but they represent 76.3 per cont of the 
total. Theremainire 96.5 per cont of the depositors have 
only 23.7 of thedeposits, and their «vcrago is only $189. 
We have, as stated, the best of reasons for believing that 
a similar condition to that described in the report of the 
Comptroller of the United States Currency, is rapidly 
developing in Canada. 

Woedo not believe that the creation of a nationally 
owned government bank will in itself suffice to put an end 
to existing inequalities. We are satisfied, however, that 
the creation of such a nationally-owned financial institut~ 
ion as we have proposed will be the essential first step 
toward t hat end-- the essential first step in the develop 
ment of a planned economy designed to moet the needs not 
of any small section of the community, but of the people 
of Canada as a whole. For until the power of dictator- 
ship over our economic life now poscsossed by a smalsd group 
of privately owned financial institutions has been ended, 
the development of a planned economy, based upon the 


realities of an age of abundance, must prove impossible. 


(Page 835 follows) 
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THE CHASTRMAN: You are sending in a memorandum 
Later? 

MR. GARDINER: Yes, sir. 

THE CHATRMAN: May wo hope to have it within a 
fortnight ? 

MR. GaiRDINEK: We will sond it in just as soon : 
as possible, 

THE CHAIRMAN: We should like to have it before us 
in the considerationof ar report. 

Is Mr. Norman Priestley present? 

MR. PRIESTLY: Yes, my Lord. 

THE CHAIRMAN; We shall be glad to heer from yOu. 

MR. PRIESTLEY: May I Say just by way of supplement 
to Mr. Gardiner's memorandum that we regret that the Com» 
mission visited the West at this time particularly because 
our working farmers are in the midst of harvest and we have 
not been able to secure very many of them to give factual 
evidence that would be of value to your Commission. We 
have, however, secured three who are here this afternoon 
and who will present you facts in connection with their 
business and the banks, 

May I say that within the cow se of the past three 
years we have had a great deal of correspondence in our 
office and have had a great many contacts with hundreds, 
perhaps thousands of fanners throughout the province, which 
g°0 to show that there nas becn a very grvat restriction of 
erecit and that the banking institutions which formerly 
were active fartners in“the work of agriculture in this 
provinee have found the partnership not profitable and 


have retired. That is putting it rather figuratively and 
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perhaps I should have put it in another: waye 


The only other observation I have to make is in 
connection with a matter of immediate concern, that of 
the financing of binder twine. fis will be realized the 
binder twine is used in one of the last operations on the 
farm prior to the farmer realizing upon his year's works 
For the past three seasons now our farmers have found it 
difficult to secure even credit for the purpose of binder 
twine. For two years the Alberta government has guaran= 
teed advances made by the banks to the farmers with respect 
to this commodity. The present season is a season full 
of aririoulty in’ nat respeciu, It does seem to us that 
the banks are the people who are charged with the respon- 
sibility of se6ing to it that one of the last operations 
of the farm may have the necessary credit supplied to enabl. 
it to be carried on. I have just those few observations, 


Mr. Chairman. 


HON, MR. BROWNLEE: You are the secretary of the 


United Farmers? 

MR. PRIESTLEY: The vice-president. 

HON. MR. BROWNLEE: Your organization covers the 
whole province? 

MR. PRIESTLEY: Yes. 

HON. MR. BROWNLEE: So that in the representations 
which you have made you are speaking forapproximately how 
many farmers? 

MR. PRIESTLEY: Our membership has varied from 8,000 
to 37,000 and now stands betweon twelve and thirteen thoue 


sand, 
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HON. MR. BROWNLEE: Well distributed over the 
province? 

MR. PRIESTLEY: Well distributed all over the 
province. 

HON. MR. BROWNLEE: Your off co I presume becomes 
a. seer clearing house for the cxchange of agricultural 
information in this province? 

MR. PRIESTLEY: Quite so-« 

HON. MR. BROWNLEE: When you speak of the diffi- 
culty of buying binder twine at this time have you refer~ 
ence to any one particular part of the province or do you. 
find that same condition prevailing genordl ly throughout 
the province? 

MR. PRIESTLEY: That condition prevails generally 
throughout the province. The binder twine situation 
has developed somewhat differently from the past two year 
but everywhere I went, and of course one can never reach 
every place, but as one travels around one meets quite 
a lot of people and they nearly all say, "How are we 
going to get binder twine this yes: We wonder if the 

Alberta government is going to be éhle to give a guaran~ 
tee," and so on. 

HON. WR, BEROVNLER: The point I wished to bring 
OUL WAS this, that crop conditions sre not uniform in 
this’ province this year. 

Mi. PRIESTLEY: By no means. 

HON, MR. BROWNLEE: There are some parts of the 
province where the crop is very bad and other portions 
where the crop is very goods 


MR. PRIESTLEY: Yes, 
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HON. MR. BROWNLER: Would jou sy that we have 
practically passed the danger point so far as damage fron 
drought or other demage to the crop is concerned? 

MR. PRIESTLEY: I have returned from a trip of €59 
miles on which I spoke at nine meetings and had many 
opportunities for meeting people in @ifferent parts orf 
the province, and from my own observations and from what 
I heard there is every assurance that a cube rants crop 
will be rcaped in the parts not subject to drought. 

HON, MR. BROWNIEE; and although from the infcr- 
mation you have in your of fice from practically ali cvcr 
the province where there is evidence that a good crop 
will be harvested it is nevertheless very dffficult fo> 
| the farmers to get advances for binder twine? 

MR. PRIESTLEY: Very difficult. 

HON. MR. BROWNLE&: With respect tothe rates of 
interest would you give the Conmission any informatio: 
you may heve as to the variation in the rate of interest 
charged to the agriculturists this year? | 

MR. PRIESTLEY: It ie just a Tiatie dsiitenlt for 
this year, Mr. Commissioner. 

HON. MR. BROWNLEE: What do you find is the mini- 
mum ? 

MR. PRIESTLEY: I do not think any man is getting 
an advencs at less than eight per cent. 

HON. MR. BROWNLEE: It is not generally known 
throughout the province that the banks have recently in- 
auguarated a policy of charging seven per cent interest? 

Mi. PRIESTLEY; That is not generally known. 


HON, MR. BROWNLEE: But until recently eight per 
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cent was the prevailing rate and it has varied from that 
upwards? 

MR. PRIESTLEY: It has varied Lpwards,. In our 
desire to present conerete facts wé hove mads a eareful 
investigation into statements and allegations of various 
kinds, The statement wags that in the past interest has 
accumulated until it anountead to a rate of 17 percent, 


~ 


A committe. of onc of our Locals made an investigation 


some years ago into the mattor, i although we are not in 
a positicn to corroéborate up to this time we have a number 
of statements to the effect that nine and ten per cent ana 
more then that are being chargcd in some CASES 4 
HON. MR. BROWLES: Denling with the Mestionof 

interest, there is one other piece of information that I 
would like to obtain whiic you are speaking with knowledge 
of the rmral parts cf this Lrovince, i¢ is well mom 
that the farmers of Canada, outside of the cnipvy farmers, 
receive their revenues at certain stated poricds of the 
year, ts it within your knowle edge or not whether the 


Practice of the banks is to take short term notes from 


farmers renewable from me.th to month with interest bee 
cause of tae Inability of th. farmer to raise the money 


when the notc becones duc, he having no other source of 
income and receiving his income only at a var ticular period 
of the year? 


MR. PRIESTIRY: Yes. it -Sy and we have witnesses 


Lio 


here this afternoon who will give testimony to thet effect. 
Cases have conc under our observation where & man has been 


Closed out within the sixty days 1° the note was not 
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renewed and where it has becn renewed the rate has bee- 
8 per cent and the interest has been compounded at the 
end of thirty or sixty days, 

COMMISSTONER LEMAN: In the sections over which 
you have travelled and where you have found that credit 
for the purchase of binder twine has been refused, do you 
mean that all the farmers in that section are going to 
surtor ? | 

MR. PRIESTLEY; It is not possible of course for 
me to answer that question accurately. BaD. ees Gers 
that the farmers have to pay that rate of interest and 
that there is no credit for binder twine in my districts 
in addition we have specific statements from men of good 
Standing who owe the banks nothing, good farmers who 
have been carrying on Splendidly, to the effect that they 


could get no eredit for their harvesting operations, 


COMMISSI ONER LEMAN: Neither from the banks nor 
from the local merchants? 
| MR. PRIESTLEY: I would not say they could not get 
it from the local merchants because it is generally re- 
cognized that many of them do what they can on their own. 

COMMISSIONER LEMAN: Was it not the case in the 
past that binder twine was purchased in carload lots by 
local merchants and then through them distributed to the 
farmers? 

MR. PRIESTLEY: That still 4s done, and in addition 
you have the Co-operatives ana élevator companies. They 


would buy binder twine in fifty pound bails and carload 


Lote. 
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COMMISSE ONER LEAN: Would the farmers not be ablc 


to obtain it from these sg urces now or are they denicd 


MR. PRIESTLEY: The binder twine companies in order 
to protect themselves fram conditions which the ex change 
Situation has brought 2vout have come to the point where 
there are very few people who are able to buy carload lots 
for cash and very few merchants in this unovince buy 1b in 
such quantities anylongor. It is put in on consignment 
and the resplnsibility is not upon the twine companies but 
upon the man who gets the car of bind. twine on consign= 
ment to gee that the cash is taken. There Vs WO Crena ts 

COMMISSIONER LEHMAN: Credit is now refused for 
binger twine: le thet the point? 

MR. PRIESTLEY: In better times the merchants 
bought thoir cars of bindcr twine outr{gnt and took their 
OWN Tig in the distribution of the twine. 

THE CHATRMAN: You see that the government of Alberta 
ultimately gave a guarantce in connection with the purchase 
of binder twinc? 

MR. PRIESTLEY: In 1931 ana L952, vos. 

THE CHs.t RMANs Without that guarantee of the govern~ 
ment do you find that the banks would not make the neces- 
Seary advances? 

MR. PRIESTLEY: The bariks Have leit Ss uveral hundred 
thousand dollars in each of the last two years, 

THE CHAIRMAN: For the Specific purpose of enabling 
binder twine tobe purchascd? 


MR. PRIESTLEY: Yes. 


THE CHATRMAN: Can you tell me to what extent loans 
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so made were repaid? 

MR. PRIESTLEY: Thoy were paid with remarkable 
rapidity showing conclusively that the risk was not SO 
great. They were redi ly good customers whe ought to have 
had bank credit. The loans unpaid in the first year 
amounted to $55,000 and in the secong yeer to $200,000, 

HON. MR. BROWNLEE: Hardly that much, $25,000. 

THE CHATRMAN: That seoms to me a very interesting 
test because if the advances had been made without the 
government guarantee to those who were able to pay when 
the notes fell due: therc would have been no loss at all 
if the banks had excoreciscd diserimin: tion. It seems to 
me that one ground of complaint wes “net chore was not 
reasonable discrimination made by tho banks enong their 
customers. You wonie not have a bank advancing money to 
those who had not paid and who obviously must ha¥e been 
undesirable custorncrs, 

MR. PRIESTLEY: ‘uo sovernment was requested to 
guarantee the advances made to customers. 

THE CHAIRMAN: Whether good or bad? 

MR. PRIESTLEY: Yes, 

THE CHAIRMAN: It indicated rather a lack of judg- 
ment on the part of the banks in discriminating anong their 
customers. Is not that the case? 

MR. PRIESTLEY: I would think so. 

THE CHAIRMAN: What rate was sofa With the government 
guarantee behind it? Lt would not be less ‘han seven or 
Cight per cent because TI understand it is never lesg thm 


seven or eight per cent for agriculturists. It would be 


about seven per cent T should think, 


: e + di . : . oe ay of - . 
pe cay ere etee yee es Pies Fae ” i ae “A = t 
~ = a eal 7 : 
lata OO Ree tare: +2274 Clips 2H Sa MtOR « Hi wo f % rare t 
cn INP gg wise) Fh Lt tee Nya? oe PUREE vs is =" 
aeteaotormr GAby B OM OF eMoos ind -izaird a oer phe oe 
bea . : e , 4 ; 
ue : NEY a ae ak it : we 
+) Os 
‘+ tyodéiv ebaw teod ban aootovbr vr “cE “oeuasiol daas ss 
~ A oan 3 . es ; 7 J! wii ee. a2 ? td ‘ 7 mA 
eariw Yey oF elds O1OR, O dy O8 sok a woo Juonireovos, t 
6. 1 
2 . ? ue! Pte a) & => 4 nee aS =e =. cs . 
yy wlpy Fs =a ate (ese ee Wc “ . . Pe f tl : ; 
[ 2 abot om seod evad DENY w omneckt ‘Ons i er ‘aod on eds Bay. 
. Se aes ic: : 4 * a ~ nee : s 
pees / ‘mieoe le @ on kenane ‘ba nat ‘aiid “Bets .5 te al 
on Re ag eT Yan pays te . he ret ; 4 : he. . . 7 Ped 
m eBw 2) ow tocha Loos 40 showtih gtr Saad ont a 
A ote i , 5, oe = 32: , ‘ 3 : 
ik © pea Ni ts vere et Pum : ty! o 7 
Tilers Bure (ohh ee OR rece rubstket e tb oldatio Bae 
= ATS Coy Bie ae Fite» Aer na he 0a RT, Mare. Lucie ier ani seeks 
. clonsvbs xnad 2 evan. tem Binoy wold * ry ‘eames 
Tue yy a” 5 : a ; #7 as ae ¢ 2 by , : = 
) Ss thie ery V Sey scy iene Ty Hie ; re : , H + nite “bad | ‘or Aw aeott . a f 
F ee ste). | gil ceat aan ted ae 2 , ; j a 
Dee sence fiat ee 
aes F ‘ 1 ee Phe hag i 7 
~ Z : a J ane T(t our if q ¢r if 
rt hears H Vl PP SueTER "3 4 6 2«Ge fy Seay ke 4 @ hues 
i any ne, Chas rae Py MS Nha 8% 
6 BL Orme } yfaaety saddn en. OF od btes tet! 
| Shad ao Boo tomeadW, x MOIATAR, <tet 
uM 
; : i ee ‘= 
,20% 2a POA IAS «fiat os 
- * 4 . 2 ro. +o vy ’ 
wR OTT] 70. 6 . i jan Dov solos Pej +4 | leat rE. a 
“ ae A 5 (we a “hy is : ad i o 
“fons me anrtientmitse ri mc Shee eit My Sag “ont no cae 
ee no) Aye DP ea an et: a 


"lie + a> v ~ * s e 4 
ROR eee Me gh eee PN ie ty Trae neg tod . ae ae 
Wide One tg pike AT estate Sie roe amp Je igus CONE aes oat 


{dant SAMO iw ‘oisd onow ‘coat SETS 


* 
aay yA 


+A) 
on for SA W “ be ort 4 oct Ye otis si go030 ait 
+ ddguo itt exomod ano TG .* ad oie eat? 
ey me 7 on ate eg oi ia ba ake 2 ; : : 
rep Oe sith OE ie Peet a ad r a hove ais batt ‘© 
a . e ee iL | Gk es ia 7 ee 


ane ne ane 000,g88- oF 68300 ml 


o 
7 ny . d 
sag Be 


Sed dy Capua’ 


a Ao. ye #0 i don et eet 


. re é. ee a eae 
+ i eagtaes nN Fe eed etary mays y : he . fi ae on 
bea eo : ete Sd by = WAST = edie * aa 
sed eave -. fw t i Ki it | ts i 4 + ac | 
Lint ¥ Sad yfh Tra ts rt + 5 
“es “eam 3 } preter oh . Banta S 5 
1 = Kei Sa ra) Et ie ry SP 


) ton 8 iuew ra 


att. axel tov a8 ai $f heats soit t shuood. dae TOC 
5 eras < t i ah a 2, Ko SS ES Nig of Piatt hess . 
: , <0 


* * : . 


ed bisxvow 32 waded sit Luo beg cos ‘dave diners: pee ag 
° a niin) 


~ 843 - 


MR. PRIESTLEY: I would not care to hazard a 
PUGSSs 

THE CHAIMIAN: At any rate it would be a reomunera 
tive rate? 

MR. PRIESTLEY: I do not think they advanced the 
money to farmers for less than eight per cent, 

THE CHalRMAN: It would look as if the banks were 
not in that case alive to their ownbusiness because a 
very large volume of that business was good business which 
they would not take unless there was a government guarante 
behind it, and your view is that they should do it withe 
out the government guarantec.e 

SIR THOMLS WHITE: Is there any effective methou 
under existing legislation of taking a lien upon grai: 
produced? 

MR. PRIESTLEY: Yes, wehave legislation in the 
province of Alberta which provides. for loans on. binder 
twine and places the debt in regard to that legislation 
next in priority: to taxes. 

pin THOMAS WHIT? You think 2t Ls an effectual 
method of collecting the amount advanced for seed grain 


out of the proceeds of the crop? 


MR. PRIESTLEY: I think it is of real value to the” 
agricultural communitye 

SIR THOMAS WHITE: Itmay not work in every case 
but on the whole you think it is valuable? 

MR. PRIESTLEY: Yes. With respect to binder twine 
that comes in on consignment. 

SIR THOMAS WHITE: I know you were speaking of 


binder twine but I mentioned seed grain because they are 
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both ‘essential in the harvesting of the crop. 

THE CHAIRMAN: Tho next namo is that of Mre Fe Oe" 
Brown. Is he present? 

MR. Fs. Ge BROWN: Yes. 

THE CHAIRMAN: Perhaps you might take up some of 
the points that those who have preceded you have not 
touched upon or eee: you any points of your own you wish 
to discuss? 

MR. BROWN; I am a farmer farming fifteen miles 
northeast of here, I have been farming in Alberta for 
seventeen years end doing business with our local branch, 
but I have not done much business with the local branch 
since 1930, I have never had much quarrel with our bin. 
There are two points I would like to mention. LI :will tel: 
you how we do business out there or how I do business with 
the bank managere In the fall of the year I went in and 
settled up my accounts; I paid them in full, and then the 
bank manager would sit down and take a statement of how 
many acres I had summer fallowed for the coming year , 
the machinery on hand, the new machinery bought, the anoun 
of live stock and so on, and then I would apply for a line 
on .eneed 1 ee application would come back in due time 
and I was all set for another ycare Then along in Novem~ 
ber or December I bought a couple of carloads of steers to 
put into a feed lot. I would simply write a cheque again: 
my account, and I have here a namber of cancelled pro» 
missory notes which you can look over, I would write a 
cheque at the stockyards where I bought my e&ttle,-amd the. 
I would go to the bank and sign a note for the face of ths 


cheque, and the note would invariably be drawn for sixty 
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or ninety dayse The bank manager weon I signed the 

note and bought the cattle knew what the conditions were, 
that I probably would not. sell the cattle before, the sixt 
or ninety days because you cannot put a load of cattle 

in the feed lot this woek and sell them the next. At 
the end of ninety days ti. bank manager would ask, “How 
about the note which is due?" I would reply, "I have the 
money," and he would say, "That is all right, we will re- 
new," and that process went on until the note was finally 
paid off, with the result that I did not pa interest at 
eight per cent but considerably more. 

The only other scrap I had with them was in 1930, 
whon the hard times came on. I had @ complete crop fail- 
ure in 1929. From 1915 to 1929 I never gave the bank 
any security at all on my note, but in 1930 the manager 
called me in and said, "It looks as if you are slipping. 
We will have to have security. That is only a reasonabl: 
request in times like this." But I considered that his 
request for security was very unreasonable. 

TEE CHAIRMAN: When was this? 

MR. BROWN: Late in the fall of 1930. I could 
never understamd why the bank would hesitate. That 
note of mince had one hundred cents on the dollar behind 
it and I head land and live stock to back up the note and 
I could never understand why they told me tt was worth 
only thirty cents on the dollar, That is one of the 
main reasons I balked, «part from that my relationship 
with the bank has been all right and cordial, but it cost 
me a lot of money but for that I dic set a service, and 
we let it go at that. 


THE CHAIRMAN: TI soe most of these are eight per 
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cent notes, eight per cen on the face of them, but they 
are cumulative notes, I understand, 

MX. BROWN: Some cP them bawe been renewed four or 
five times, 

THE CHATRMsN: With interest tooe 

MR. BROWN: Each time the now note was made I 
paid interest on the accumulated interest. I lived in 
the United States for a great many years and it takes 
some time to conduct your farming operations, to breed 
stock, and so forth, and down there the bank leaves you 
alone for threes hundred and Sixty~five days, may be 
longer, they do not call for payment in sixty or ninety 
days, or at all events they did not soma timc agos.. TI do 
not know what they do now. 

THE CHAIRMAN: Longer ‘credit would be reasonable 
having regard to the conditions of the industry. Is that 


your point? 


MR. BEOWN:s Yos. “NG Geinot carry onunder these 
conditions. I am worse off then I was in LOSS, I 
thought I was fairly well te do then ang now T am busted 


end through no fault of mine. 

THE CHATRMANs Because of the price of your pro-# 
ducts? 

MR. BROWN: There were a lot of factors and we 
have not much control over many of the factors, . think 


fem safe in ssying that the great majority of our farmers 


are not very well satisfied with our ore sing system in 
Canada, particularly from that standpoint, Wo have no 


long term system of credit available to the farner who 
requires a much longer term than the business man who is 


Gongptantly renewing his stock. But in farming, breeding 
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stock for instance, it takes some time even to get a 
return. 

THE CHAIRMAN: You also comp! ain, I understand, of 
the rateée 

MR. BROW: Well, it is the going rate and you 
epn take it or leave it. 

THE CHAIRMAN: Is no difference ever made accord~ 
ing to the class of security yo are able to offer? 

MR, BROWN: I have ne vegh known any man in our 
district get anything less than g~ight per cente That has 
hean a constant rate in our dist#ict. One might have 
thought that it would have gone tp in the war a little 
bit, but the rate was plenty nigh enough to take care 
of that eventuality and they let 4t go at that. 

SIR THOMAS WHITH: The rate did not change in the 
war because I served notice at the outbreak of the war 
that it must not be increased. 

Mk. BROWN: But it never was decreased after the 
war Was over. 

SIR THOMAS WHITE: I do not know anything ebout 
that, but I took the stand that the rate should not be 
increased as one might expect it would have in a period 
of very tight money. 

HON. Mk. BROWNLEE: How large was your farm? 

MR. BROWN: ‘Twelve hundred acres of land and I 
market five or six hundred head of hogs a year e It is 
sixty miles northeast of here on the Drumheller line, 
in the Acme district. 


HON. MR. BROWNLEEs And prior to 1930 you settled 


with your bank cvery yea ? 
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MR, BROWN: I never missed one year except when A 
was hailed out. 

HON, MR, BROWNLEE: So your record was pretty 
goode 

MR. BROWN; I never gave them security beyond the 
note. : 

HON. MR. BROWNLEE: Any advances you secured be-~ 
fore 1930 you obtained on the security of your note? 

MR. BROWN: Oh yes, I never had the slightest 
trouble. | 

HON. MR. BROWNLEE: What happened to farm products 
in 1950? On the lst of January, 1950, wheat was sel- 
ling between fifty and sixty pert | 

MR. BROWN: Prices have changed. Last year Ll 
threshed the best crop I ever had, No. Dy Wheat was 
selling at forty cents and I loaded it on the box car 
for 31 5/8 cents net. 

HON. MR. BROWNLEE: Leaving aside your experionce 
since 1930 you have been able to clean up your account 
with the bank every year without my difficulty and rever- 
theless you paid a flat rate of sight per cent. 

MR. BROWNLEE: Oh yesSe Those notes I have handec 
in show it. 

SIR THOMAS WHITE:. What would be a reasonable 
period for liquidating loans say in the case of a grain 
farmer? The manufacturer engaged in some ypanufacturing 
operation gets a credit on which he can depend, and in 
process of time the product: of his manufacture is sold 
emd he pays off the loan. What iene be a reasonable 


period for the maturity of notes in connection with say 


ry 


a 


= 


ss 


we 


oe 


3% 


oo 


we 


- 849 ~ 


grain farming cperations? Never mind the cattle for 
the mameant. | 

MR. BROWN: That is hard to answer because we face 
so many hazards. 

SIR THOMAS WHITE: I wmt the benefit of your 
opiniones. This is really the point: Within what period of 
time would you naturally expect a loan to liquidate out 
of the proceeds of the crop? 

MR. BROWNe In ordinary years we meet a normal loan 
each year tnless we have Frain, hail, Frost om something 
else to damage the Cro pe From 1915 to 1929 there was 
only one year in which I failed to clean up completely. 

i have no credit with the bank at all at this time. zi 
have not paid them all of:. I could not borrow mything 
from the bank at all now, cac IT woulda not ask them. 

SIR CHARLES ADDIS: I see that one of your notes is 
at six per cent, 

MR. BROWN: That must have been the personal note of 
a neighbour. Yes, IL see it is (examining avery stance Wed 

STR CHARLES sDDIS: You saytthat these notes are 
given in renewal and compound interest is charged. There 
is no mark of renewal on them. 

MR. BROWN: Not on that last nots If. you.had 
some of the others I had before you Wola seo they were 
covered with rates. 

SIR THOMAS WHITE: If the note was for six months 
or nine months or a yea your interest charges would not be 
SO very great. I wos asking what would be a reasonable 
length of maturity for the note. 


MR. BROWN: I feel that the banks have been a little 
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hard. They have not taken into consideration the hard- 
ships we have experienced. They want to cash in one 
hundred conts on the dollar every time they can get hold 
of ite We have to live. We do not know what we are 
ies to get for mr wheat this year. It is not threshed. 
Everything is so uncertain with us. 

THE CHATRMAN: Thank you very ruch, Mr. Brown, for 
your explanation of your method of financing. We are 
very glad to have an example of it. I see the next name 
that we have is Mr. Pilling. Ile Mr, Pilling here?’ 

Mee oP li Nt Vea 84 i, 

THE CHAKRMAN: Have you mything to sey, Mr. 
Pilling, tl supplement what has been gal @ by the gentle- 
man who has just addressed us? 

MR. PILLING: I have lived in Alberta for forty 
yearse I believe that the Commission will find there 
three groups of ee in Alberta, the favoured grovn, 
the deserving group, and the group that is not deserving. 
In coming before you I hope that you will assist me to 
bring out some of the things that lL wich to have brought 
out. : 

I think that you will find that alberta is one 
of the most wonderfully productive countries in the world 
from an agricultural standpoint, We have plenty of 
evidence to show that this 1s a wonderful country and I 
think you will find evidence to show that our farmers are 
the most progressive in the world. Therefore there must 
be & reason why conditions are as they exist to-day. Per-~ 
sonally I &ttribute the cause Aine to our banking 


system. In making thet statement I realize that I throw 
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myself open to any personal questic: you may wish to ask 
and I desire to have some of these probloue put before 
you this afternoon. I believe I could answer my qes- 
tion as to borrowers in any of these three groups I have 
mentioned as I can say that I have perhaps led the pro- 


a 


cession in cach of thos:. groups, in the favoured Zroups 
in the deserving group anc *n the undeserving group. 

THE CHAIRMAN: Having had experience of those 
three classes can you tell me whether the banks treated 
the three classes all the same in making advances? Do 
they charge them all eight per cent? 

MR. PILLING: I would not say that. They have 
charged some from six to twelve perveent: I have paid 
from six to twelve per cent. 

THE CHAIRMAN: Secording to your credit for the 
time being? 

MR. PILLING: Yes, 

THE CHAIRMAl: Did your credit vary as much as 
thats 

MR. PILLING: In the bank's opinion, yes. 

THE CHAIRMANSs Appercrtly in your own opinion 
also because you have said you have been in all three 
categories. May I ask you, had these different rates 
that were charged you any Pelection to the security which 
you were able to offer at the time? 

MR. PILLING: No, I believe I paid the higher rates 
when I was the best risk. 

I have a point or two to bring out which I think 
has not been touched upon in this investigation. There 
is a lack of confidence between the fours md bankers 


in Alberta, and that lack of confidence is very serious 
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indced. 

I might state why that lack of confidence exists. 
In the first place as farmers we have gone in and borrow- 
ed money from the banks knowing full well that we would 
not mest the note at. maturity’ Wo have made a three 
months note, for instanec, knowing that it was inpossiblo 
to pay that nete at maturity. We fclt that the banker 
would of course renew the note as a .ictter cof course, and 
naturally when we made our application say in September 
and it was forwarded to Montreal or Torontcyor to the 
east at all events, our loan would be accepted cn the 
recommendation of tle lL ‘cal banker and upon the assets 
we were able to put up as cceurity and we were naturally 
led to belicve that the note would be renwed. Then 
that note became ducé. I am speaking of m experience of 
my own. In the mcantime my application for a loan had 
been accepted by the local banker who had carefully in- 
vestigated my holdings. He liked my personality and 
believed thet I was on the square and secured this loan 
for mc. Then without any notice whatever this banker 
was trawsferred to another branch and a new banker took 
chagge of that pank. I wake wal, tue Denl.and I. was 
very much surprised to have to introduce myself a secon 
to the new manager. He immediately pulls out my statee 
ment and looks it over and says, “Well, Mr. Pilling, you 
have penewod this neto svveral times and it cught' to be 
paid." Of course I trtcd to tell him of the understandins 
I had with the former manager, ond he immediately took a 
dislike to me for some reason or other and demanded payment 


of the note, I then become what you might call a deservin. 
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borrower. Onc of the fgroup of favoured borrowers mects 
the manager and they talk things over and say, "Well, 


" ond this favoured borrower is 


PiPiingews) a bad risk, 
immedi at cly advanced the ..oncuy to take over my cattle 
or sheep or whatever I might have to sell to pay that 
note. i say that I have gone through all this. I have 
helped to buy the deserving man's stock and I have had 
the favoured man buy mine. So I know that I am spexk- 
ing for about seventy-five per cent of the people who 
borrow money in Alberta. 

THE CHaTRMaAN: The basis of that agreement seems 
to be that notes are taken for a period which is too 
short for the turnover. 

MR. PILLING: That is the point I wien to bring 
Oe When I went into the bank a second time, when I 
lost my cattle and stock on account of not being able to 
meet that notg then in the judgment of the new manager 
L immediately became an onumy of the bank. I toldhim 
that the former manager promiscd me this line of credit 
and that he, the new manager, now refuses it. The banker 
looks at the paper and says, "Pilling is a crook because 
he is not living up to his obligations." Naturally there 
is a feeling between the banker and the farmers under 
those circumstances. I hope that I have made it clear 
that there is a lack of confidence between the farmers of 
Alberta and the bankers which has been caused through no 
real fault cither of the farmers or of tre bankers. It 
is the system of banking, the short ncic that ig drawn, 
and the farmer disregarding his obligation to pay that 


note. During the course of forty years I have been more 
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or less activo and I have secon great changes in the atti- 
tude of the borrowers throughout the whole land. I know 
that in my earlier years I figured on paying every note 
on the due date. Then I became carcless and came to re- 
gard it just as a matter of course that the note would 

be renewed, and I think you will find that that applies 
to at least sevenytefive per cent of the farmers of 
Alberta. That condition exists an” ~his new manager 

who came into the bank immediately «ucviscd the round 
table at Montrcat of the circumstances, and when I use the 
term round table I am speaking of my own personal know- 
ledge because there is nc competition whatever in loaning 
money in alberta for the -vplications for a loan go. Lor a 
group of financiers sittin~ -cround the table in Montreal, 
and they have never understood the west just as the west 
has never understood the east. Naturally the round table 
passes upon our loans and dctermincs how much money they 
Will loan in Alberta, &ccordingly I say there is a lack 
of confidence between the bankers md the Parmers Pandit 
wbhuld be very hard to overcome that. I hope you will 
understand that I am not blaming anyone. 

THE CHAIRMAN; You have made VOIP VOlIt Very 
clear. 

MR. PILLING: It is an important point in our 
banking structure and in the success of agriculture in 
this country. 

Then there is the question of exchange. When TI 
issue a-cheqie on Lethbrid:rc Poors is a charge of one- 
eighth of one per cent. If I issue a cheque on a bank 


only a few miles away I have to pay exchange on that 
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cheque, It seoms like a poker gamc. If you were in 
Lethbridge and I were ‘here and we ~.-L the cheques out 
fast enough the bank woulg get the whole smount in ex- 
change charges in a very short time. I just wanted you 
to know what my personal experience with the banks has 
been. About two years ago I had considerable money in 
One of the local banks, «24 as time went on I used that 
up Nae we decided that we mecced a line of ereait of 
$2,000. We lodged with the bank manager an agreement of 
sale on one of the most highly cultivated farms in the 
Staveley district en} ling for $23,000 to be paid from 
the proceeds of the Crop until the loan was PaLaVore, 

We had the title clear ana this farmer owed us $23,000, 
and was to pay us off the crop until the loan was paid 
far. I lodged that with the bank for an advance of 
$2,000. I chequed out about $1,000 9 on Tt was notified 
that head office cid not care to finance me any more on 
that ne and they imme diately ed lea for $1,100. 9 I 
put up another piece of land with a clear title thinking 
L. Cound surely get a little credit, and the bank absolute~ 
by refused tociban me $1,100 or even to carry the former 
loan with that scourity., lhe bank records will show 
that what I am eeyine. 1s ‘corrécti .2'F petisys that there 
are thousands and tons of thousands of dollar throughout 
alberta who ean Sive equally good security but he cannot 
borrow from the bank. I went to the bank and told them 
that I had to have a few hundred dollars to pay my rent. 
They have seized my furnit ure. I had about $4,000 of 
furniture and at loast $40,000 of clear title lands ag 


Sccurity besides a great many other delo~ests which T have 


Ye. 


<a 


a» 


ke 


a 


. 
r 
. . 
s 3 . 
i . , , 
i. : 
- * 
ee 
Pa’ 
aS > 
. vo a 
pons 
; : ae: oe 
s? : : : 
ae . ' 
es . 
P ‘wae : 
* . “: 
é 
at 
: aur ts 
Sm 


4 
30 
s 
bmg, f 
aie sd 
’ 


- 856 - 


in this country, put the bank refused toloan me 4 dime anc 
I had to borrow the moncy from a private individuale 

That is a state of affairs in connection with our banks 
and the public has absolutely lost confidence in the banks 


and the banks have absolutely lost confidence in the publi 


(Pago 870 follows) 
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I wish to bring that out before you and I think you 
will find that is the great troublse with Alberta today, 
the lack of confidence. We- have ths best Land in the 
world, and the best farmers in the world, and we should 
be the most prosperous. 

COMMISSTONER LUMAN: Is your eriticism to Che, pri! 
that the banks should be allowed to ‘loan money on less 
security? 

MR.PILLING: Yes, very much so. 

COMMISSIGdeR LEMAN: Because you know -- 

MRO PIELEING sanyo. Dol newss thee is why IT brought 

that upe The banks claim they are not allowed to loan 
money on that sort of security. 


HON. MR. BROWNLEE: ‘Taat is in the case of re- 


os) 


newal 


tes 


MR. PILLING: Yes, in the case of renewals, 

THE CHAIRMAN: Thank you very .-ch. I see that 
Colonel Robinson is the next speaker «0 wishes to address 
us» Is he present. 

MR. ROBINSON: Yes, my lord, 

THE CHATRMAN: Will you kindly come forward? 

MR. ROSINSON: I would just like to say that I was 
on the binder last night, avd I travelled all night and 
did not get vory much sleep, so please try and bear with 
mo fil geteva Wittle excited. 

I came to Western Canada forty years ago, and have 
been connected with farming ever since, except for a short 
time during the war. I make my living by farming, and, 
as I say, was on the binder as late as last night. 

A groat many of the farmers today are dissatisficd 


with banking and banks, as they aro carrying on in Canada. 
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| 1 Om 8 Pankeand=Tilo momber of the Uy F.- Aw < 

that is, The United Farmers of Alberta i Lem no effin ar, 
only one of the rank and file. I would like to take yo 
back forty years, and mention a few thinzs which were 
happenin: to the farmers in the early days: 

Money was difficult to borrow. Very few of us 
tried to borrow any money. Wo raised ncarly everything 
we ate - we are all mixed farmers é and we did without a 
sroat many things, and the standard of living was very low 
I have lived in this country long enough to see a new era 
come into vogue, and while there have been complaints 
about the extravazances of the farmers, and the things the 
farmers have done, I will try and show you the other side 
of the picture, and té11 you what Big Business and the 
Banks have donce 

Apparently the man who loans you money is equally 
to blame, with the man who borrows it. If the banks loan 
an individual a sum of money, and he falls down, the bank 
should take cqual blame. 

in the early days we paid cash for everything we 
had. What we did not have the cash to pay for we did 
without, and today we have a Banking organization and a 
Manufacturers organization in Canada which are very closely 
linked. together. The supposition comes to many farmers 
that there is not much difference between the Banks and 
Big Businoss, becausc if you take the prospectus of any of 
the Ranke and you will find out the directors are the men 
who control the banking policies, and they are chosen 
from the big manufacturers and big concerns throughout 
Canada, so there is that linking up of the two. Apparent} 


Big Business wanted to sell us farmers more implements, etc 
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but wo farmers did not have the money, and so the next 
thing was to give us credit for the soods they manufactur. 
ed, and you come to the era of the banks branching out and 
giving us credit. It was a comnon thinz in those days 
froma Lorre aigo iano the) banle and. ask pfor..a “Loan, .of four 
or five hundrec dollars, and to have the bank manazer say, 
"Why, Robinson, you have a good rante thore, good stock, 


and will have a good crop; why not make it a thousand dol- 


lars instcad of five hundred". But when things besan to 


xX 


déetLatepetherew ag ari tferentrstompn bo telil<«).,The dit. 
faronce was that one man would zo into a bank in a village, 
to loan money, but when it came time to collect, it was a 
totally different type of man who was there to collect it. 

L. have no quarrel with the banks, but 2d fecl,very 
SIGtCrly aoout Injusties, andy foelwthat credit, .which,is 
tho life-blood of the nation, should be like the Police 
service and the Health service, and the other public ser- 
vices of a community. What would you think of the sus- 
gostion to turn the Police Forces, or other public services 
into the control of a group of men, who would operate it 
Por schear private, cain? You would think the suzssestion 
wag widiculous «= and it would) bes but you. are giving a 
certain few, far more control, by siving them the control 
of the creait of the’ country. 

For a period of years I have never had any trouble 
with my bank. t borrowed as Little as I could, and in 
1929 I paid then all 1 owed them- But I do want to men- 
tion one instance, which may not be a general thing, but 
which happened to me, and may have happened to some dthors. 


I owed my bank a certain sum in 1929, and was renewing my 
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my notes cvery month and.paying, and I sent my-wife down 
with a note. I was busy summer fallowing, with six 
horses, and the note was not quite due, and I sent my wifc 
down to renew the note, and told her to bring it back and 
It would sien it and return it, She went down and came 
back and told me that the bank wanted to see Me Well, 
I turned my horses loose, and went up to the house and 
took a bath : it took a li afternoon to eet ready 
and I wont down to the bank, and when I got there, there 
was my banker sitting in a chair with his feet on the 
desk, I said, "What is the trouble?". He said; "When 
will you pay off this note?", Now, bile was in July, | 
or around the end of June, and we do not vepeman a harvest 
before the and of August, I had a good crop coming on, and 
I said, "What do you mcan?", and he said, “When will you 
payoff thie note", I said, "You know I am not getting 
any funds from any othcr source except my crop, and I can- 
not pay the note before I set the harvest in; what is the 
idea of taking me from my work?"; “orders from Head 
Office". I said, "I cannot understand you people; Why 
do you loan money? Is it to got the interest, or embarras: 
people? I am paying you interest omee a months; is that not 
good business ; I have sufficient collateral". “orders 
from Head Office". £ said, MALL lant, 1 wid] ‘eet. yom tk 
money", and I got him the money, and in ten days hewas 
surprised to see me walk in with the cash. He did not want 
the cash; what he did want, I don't know, but he did not 
want my interest. 

I have never known of anybody to borrow any money 


from any bank in this country at less than Cight percenty, 
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which means, according to their methods, exactly nine 
percent, because they loan only on threo months terms, anc 
it has to be renewed and compounded every throe months, an 
I think it would be woll to draw the ah onet on of the Gove. 
ment, by this Commission, to the Bank Act, which says that 
scven percent, is the lozal interest, and yot, by a matter 
of book-keeping, ctc., they charse anywhere up to nine per- 
cent. Tf anybody in this great country of ours should 
obey the laws, it is the people of the Government, and it 3 
apparent that they are not obeying the law. 

‘I would like to say, without any an.mosity, that 
a sreat many of us arc called "Ro ". Well, a "Red" is 
and we are men 


who have acted in accordance with the best British trae 


one, apparently, who does some thinking, 
ditions, ond have not sat down and whined. We have tried 
to think a way out of these difficulties, and we have been 
thinking for three or four years, and we think that the 
GonEerol of credit shonld be a public service, performed by 
the Government for the people, and that credit should servc 
the people, and not, as it is today, people serving credit, 
because that is exactly what is happening. Tho men who 
issue bhe credit of this country in the form of currency, 
tell you what you are going to do, and what you will wear, 
and what you will cat, and when you will have a job, and we 
think in a democratic country like ours, it is too much 
power to place in the hands of one or even a fow individual: 
for private gaine 

If we had a sroup of philanthropists, it would be a 
different thing, but if you have been watching during these 


last very bad yuars, you will see that the ba nks have been 
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paying, larze. dividends all the timo,and I.believe if o 
man loans mc money to carry on my farmine operations, and 
if; tbhrouch no, faudt..of my own,, | have 2 series of bad 
crops, under the conditions such as wo have in Alberta, 
he should moet me half-way in a reduction of the interest 
charc ose I know that one of the sreatest companies. in 
the, province, the. C..P..,R., have reduced the, valuc of the 
land, and have rdbated the interest, but apparently our 
banks. demand their pound of flesh, in spite of anything 
which may happon. I thank youe 

THE CHALRMAN: We are very much obliged to you. 

I believe there is a representative of the Retail 
Morchants! Association present, in the person of Mr. A. B. 
MacKay. We will be slad to hear from Mr. MacKay at this 
tLME e 

MR. olie Be MACKAY s~_ diyy bord, and ,.centlemen of .the 
Commission: I take this opportunity to thank you on bchalf 
of the Retail Merchants Association of Alberta, for the 
privilege of attendins here today. At the same time 1 ex- 
press our resrets that we have not had more time to assemblc 
our ocA ve for youe Our membership comes from all over 
the Province, and it has been quite impossible to assemble 
the material and set the concensus of opinion on what should 
be placed before the Board, and I would like to take this 
opportunity, as others havo done, of supplementing the mater 
which is being presented today e 

If I may read this, I will try and consume as brief 
a time as possible, and travel over it fairly fast. 

THE CHALRAAN: Certainly, Mr. MacKay. 


MR. A. Be MackKAY: The memorandum is as follows:;- 
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In introducing this Memorandum it scems 
necessary to call attention in general terms to the positi 
occupicd by the Retail Merchants in the modern Orctanized 
Community. Thoy form a relatively large class who perform 
an important and indispensible part of the complex system 
of distribution of soods and morchandise,. They constitute 
the last link in the long chain which carries all products 
from the primary producer to the ultimate consumer, . 

Under the present economic system the merchants 
(including in ,that term both individuals and corporate 
bodies) individually carry all responsibility and 
financial liability connected with their part in the 
business of distribution, that is to say, at his own risk 
each merchant buys from wholesale sources all the 
merchandisco which he assembles in his store for gale to 
the consumer,.incidently it is noted that in any community 
where the standard of living is relatively high, almost 
any morchant must carry a comparatively large and varied 
stock: cf the. classes of merchandise in which he is dealing 
in order to mcet the discriminating and selcctive demands 
of the consuming public.e 

| The latter fact combined with the necessity he is 
under of carrying most of his merchandise on his shelves fc: 
longer or shorter periods before they are purchased in 
the ordinary course of business by consumers, forces 
the merchant to use eredit. He must either have large 
capital of his own, which is not the general rule, 
or he must have considerable credit facilities. In normal 
timos the wholesaler provides him with credit for thirty, 
sixty or ninety days, and the banks extend a margin 


of further credit sufficient to enable him to carry his 
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business until such time as tho consumer has not only 
purchased the goods but paid for same oither in cash at 
the timo of sale or after a credit period... It is very 
important for the merchant to have bank crodit Pacilities 
to cnable him to take advantase of trade discounts which 
are offered to him by the wholcsalers for cash or early 
settlomont, and he loses a part of his profitwhen due 

to contraction of bank credit he is unable to earn such 
discounts. 

As is well known Retail Merchants are under the 
necessity of extending eredit to their customers and 
credit sales usually form a large part of their sales 
volumee This is almost inevitable because consumers in 
srcat part and for a variety of rcasons do not have the 
ready cash at the time when their demand for the goods 
arises. In the case of farmer-consumers they may in ree 
inary course have no money or means of getting monoy 
until the scas™of the year is reached whon they market thei, 
crops or other producee In the case of urban-consumers 
most of these draw their wages at intervals of a fortnight 
or a month and depend largely on the merchants to supply 
them on credit with the goods which they require in the 
interval. 

The outstanding fact in all this is that the 
merchant under ordinary circumstances in carrying on his 
part in the distribution of goods between producer and 
consumer has occasion to require and to depend upon 
credit from those who are co-operating with him in moving 
soods from the producer to the COnSUMET HG, however, 
carries the risk of the situation, in other words y 
if through no fault of chemer chant but due to general 
financial conditions the consumer either does not buy 


or having bought does not pay, the merchant is at the 
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morey of thé wholesalor’ or tho bank, or both, by reason 
of the credit extiondea to Hims | 

In normal timos the merchant who me acting 
prudently may have little to complain of in the working 
of this system, under which ho is now operating, . 
excopting pertiaps hd to tho relatively High cost of the 
credit which he is using and which adds considerably to t! 
ultimate price paid by the consumers For the purposes of 
this memorandum, in that cdnnoction however, it may be 
sa id that any improvement.in the financial systom which 
would enable the consumer to more readily dary for the 
soods which he buys from the merchant at the time of 
purchase would react to the advantage of the whole 
conmunity | 

In Alberta ag no doubt elsewhere the economic 
depress ion of tho last few years has been very severe up 
the retail merchants. Figures which have been BY Senn ied 
show that tho farmers of the Province are indebted to the 
merchants (not including merchants in the cities of 
Calgary and Edmonton) in something between $40,000,000 
and $50,000,000, most of which is overdue and long | 
outstanding and can be collected only by a slow procesé. 
The total is estimated after enquiry, on an averaze of 
$9,500.00 per store. | 

The inability of the farmers to pay in the main 
must be attributed to the fact that the prices obtaiwranky 
by then for farm produce have been so ir.ddequatce 
The fact, howocver, remains that the merchants are aroabty 
hendicapped by such large outstandings and that has result: 
and must result under the present system in great 


curtailment to them of bank credit for current business 
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which again results in loss to them of trade discountse 
tn.0 time of depressionthis all falls updén the merchants 
in addition to loss in wo Lame of current business, 

due to the lack of purchasing power in the hands of 

the consuming public. 

In defences of the merdhant also it has to be 
pointed out that rich of the credit which has been 
extended by them to the rural population has almost 
boon forced upon them by the human necessities of the 
conditions which have prevailed. They have been adversol 
criticized in ceptain quarters as to the amount of exeodit 
which they have extended to their mural customers. 

Tt has been done no doubt to their own disadvantage havin 
| .poreaxrd to the financial system under which they are 
operating, but it has been a yielding to the imperious 
necessities of their customers. 

From the point of viow of the retail merchants 
4t is in times of severe restriction of credit and 
scarcity of currency that he very easily becomes the 
unwilling victim of circumstances ovor which he has no 
controle In that connection this Memorandum is intended 1 
raise the issue quite sharply as to whether the financial 
system cannot now be better adjusted to meet the economic 
requirements of the modern community in its aistributton 
problemse 

It is generally conceded and is a more or less 
self evident fact that modern production and its agencies 
is able to readily supply the consiming public with 
plenty of all that they may reasonably require. It is 
almost equally clear that the State has its sreatest 
prosperity and success in the full-running process of 


ample production, distribution and finally consumption 
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by tho people of a1 the mony things which they can in any 
wat make use of in their lives. It is submitted that, that 
process and the ever stimulating activity which goes 

With Lt, 2s tie great factor from the point of view of 

the modern State in safeguarding and encouraging prosperity 
among its citizens. Any stoppage of that process for 
whatever reason is something to be avoided at almost 

any prices The State as a whole has a dominant interest 

in seeing to it that-all obstacles to the continuance 

c@ the process by which soods are produced, distributed 

and consumed within its borders are at once overcomee 
By the same token it is obvious that private interests 
which are based on the profit to the individual or the 
corporation cannot be expected to attempt this, A 
financial system which rests entirely on tho private interest 
will not snd cannot respond te the dirricuity which presents 
itsolf. ; 

Falling commodity prices due to the mal-distributior: 
of the standard commodity gold, or to any other eaonomic 
cause inevitablymeans that goods cannot be plentifully 
produced ar distributed on a profit basis in the Statee | 
That means under the present. finantial system, unemployment’ 
spreading throughout the State with all its attendant 
misery and wreckage. It means contraction of credit 
by financial agencies operating entirely on a profit 
basis. It means absence of purchasing power in the 
hands of the consumer even almost to the point of 
cassation if it is continued long enough. 

There is no intention in this Memorandum to 
place blame on the banking institutions, or on any other 


organization under the present system for any of the 
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extraordinary and direful consequences which follow 
in the wake of falling commodity prices, The intention 
is to suggest rather that tho difficulty must be met 
by the State as a whole and it is hoped. that this oan 
be done without too =reat a departure in the direction 
of socialization, 

Events it is respectfully submitted, have more 
especially in the immediatoly preceding years given a new 
orientation to the whole problem undcr considerations 
Production cannot go on successfully unless distribution, 
its methods and machinery are overhauled and speeded up. 
The Retail Merchants as a class aro among the first to 
suffer whon consumers berin to lose purchasing power, 

The last link between the producer and the consumer, 

the merchant is the first to experience the shock of the 
consumer being found without the price of the goods. 

He knows that the demand for the goods is there in strength 
but with no mcans in the hands of the consumer to satisfy T! 
want. 

It is respectfully submitted that in the interests 
of the State and of all sections of Trade, Industry and 
Commerce, the financial system required to be closely 
Cxamined to ascertain what can be done to prevent any fall 
in the purchasing power of the consuming public, because 
the moment that begins to take place the sales of 
retail merchants fall off and a proeoss of shrinkage is 


sot up which is transmitted back through the various 


agencies of production and distribution, causing unemploy- 
ment as it travels. Tho unemployment so created still 
further restricts wunehasane power in the consumers and 

a perlad of dopression very quickly establishes itself 


so to speak, under its own momentum, 
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It is omphasized that the present financial 
system fails to resp:nd in the right way at this -vory 
point, namely where purchasing power in the hands 
of the consumer begins to fall off. Later on as it 
well illustrated by present day conditions the Stato 
is called upon to alleviate the mischief by schomes 
of unemployment relicf and other very expensive and 
more or less ineffective aarti shah alt None of whese 
can ever remedy the evil or repair the ruinous damage 
which has overtaken the whole community. It is theroforc 
of the highest importance that the financial system 
be so adjusted that it automatically responds iim ible 
right way, at the very moment when those forces 
begin to make themsclves felt which result in loss 
of purchasing power in the hands of the consumere 

& scems very necessary and in fact imperative 
that the procedure and machinery be now developed 
whereby the State permanently controls credit and the 
management of currency, oF automatically takes over the 
management of these when the occasion requires tortie, on 
that the normal purchasing power of the consuming public 
$s at all times preserved. Tt must surely be conceded 
that it is wiser to have the State function in this way 
to maintain prosperity rathor thanthat it should 
be confined to the work of salvaging wreckage in the 
community which so snevitably follows upon sustained 
‘loss of purchasing power in the hands of the consumer's 
It is urged that every effort should be made at. this 
time to attain this objective so that a. very apparent 
and expensive weakness in the present financial 


system be overcomes 
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The Retail Merchants are tremendously interested 
in bettor arrangononts being worked out whereby the ages 
chasing power of the consuming public bo maintained 
gt all times and under all conditions, They consider 
that that is fundamental to the succossful handling 
Of Oo dh financial probloms in the modern hishly 
orsanized State. They consider that all sections of the 
communities are equally interested in it being accomplished 
They consider that thore is nothing impossible in the force 
of production going steadily ahead providing that the 
system of distribution is adequately taken care of by the 
system of finances behind same. There is a public utility 
aspect behind credit and currency which seems to dictate 
that these be not left in thefinal analysis to be either 
cxpanded or contracted to suit tho purposes or to meet the 
necds of any private agency or asencies based on profite 
This is in no way meant as a reflection on cxisting agencic 
it is rather the outcome of expericnces arising in the 
modern business community, and it is a suggestion which 
has the merit, of being supported by what has been done in 
Great Britain for some time, and by what is being attempted 
in the United States of America at the present moment. 

Perhaps it should be said that this Momorandum 
is being preparod all tooshastily and ig not as 
complete as those presenting it would have wished. The 
Commission has to some extent taken the community by 
storm in the rapidity of its movement and those 
interested have hardly had sufficient time in which 
to assomble the information or prepare the arguments which 
they would have wished to present ot its memberse Perhaps 
by reason of that fact some further opportunity may be 


afford od for a further hearing or if that is impossible 
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porhaps permission misht be extended for the filing 
with thoScerctary of any additional statements which 
may bo desired on or before the appointed cate. 

Gentlemen, that is che contents of the momorandum 
which has been somewhat hastily prepared, and we would 
like some further opportunity of making any suggestions 
which may come from a more mature consideration of the 
questions, by the merchants of the Province. 

THE CHALRMAN: I think you have covered the srouUNc 
excollently, and if anything; does occur to you later on, 
we shall be slad to receive your supplementary memorandum, 
which you may send on to us at any time. 

HON. MR. BROWNLEE: What is your membership? 

MRe As B. MACKAY: Mr. Premier, I cannot be a sou 
of dutailed information, but I have the Secretary with me, 
of the Association, who will no doubt reply to your quos- 
tLONS « j 
HON. MR. BROWNLEE: I would like.it on the recor 
PREG. Ca MACKAY: © iDout twenty-five percent, atk 
May I say just one word. While we represent twenty-five ; 
percent in actual membership, we always consider the Assoe 
tion speaks for and on behalf of all the merchants who are 
in business. The only reason we do not represent more, 
4s because of the fact that thoy have not sufficient money 
Go pay for ‘the membership. 

HON. MR. BROWNLEB: In round numbers, how many 
individuals docs that represent? 

WR dw Ce MACK Me roout fourteen hunared. 

HON. MR. BROWNLEE: Can you tell what rate of in- 
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MR. Ae. Ce. MACKAY: My information is to the effcct 
that it varics very considcrably? 

THE CHAT RMAN - Within what range? 

ie eye MCR re | LS Say MEO 16 OvOrN percent 
Go Nine Pe PCent « 

THE CHAIRMAN: According to the security offerca? 

MR. Ae Be MACKAY: +t don't think that has any 
effect whatsocvere 

THE CHAIRMAN; Why doos it vary? 

NEY Rel Us MACKAY : Why does it vary? 

THE CHAT RMAN: Yos. 

MR. fe C. MACKAY: I think probably a banker could 
answer that question better than I. 

HON. MR. BROWNLEE: Do you find that the merchants 
out in the small country points, might have to pay 4 larser 
rate of interest than one of the larger centorse TH-2G 2 
matter of turn-over? 

Ue. Le OU. MACKAY? * NOe IT think a merchant is gaug: 
more on his ability to efficiently serve the people of that 
particular community’ lL would say that in some cases where 
‘+hoe merchant has adequate capital of his own, and lived up 
to the policies as advocated by the local banker, he is 
naturatly looked upon as a pettcr borrowere 

THE CHAIRMAN: Which comes to this; snat iy is’ pros 
portionate th the risk? 

MR. &e C. MACKAY: I should say yes and nos 

THE CHAIRMAN: That sort of leaves us up in the 
air. We will say, "one eloment of the risk"? | 


MR. ae Cs MACKAY: Well, my lord, if I might be por- 
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mitted to. outline very bricfly, the position of some of 
our retailers, it is this: Living in the samo community 
as the consSumor, they cannot afford to take the samo in- 
dépendcnt attitudo as our bankers. They arc dcpendent 
upon the publie. boPitheir Ouginesss Thoy are compelled 
by circumstances tc listen tc tho consumor in a much more 
sympathotic manner than the bankor usually does. 

My experidanes has been that in a sreat many com- 


os 


munities of this Province, the retailer is taking the 
place of the banks, and has extended credit to those whom 
the banker has refused, because the bankcr usually takes 

ao coldsblooded, business view point of the story, whereas 
the retailer takes a more humane view of it and trices to 
carry the consumor over the: bad. periods. 

They represent a largo part of the debts of the re- 
tailers in this Province today; they have been compelled 
to accept that responsibility. 

THE CHAIRMAN: Do you suggest it should have been 
transferred to the books of the bank? 

MR. Ae Be MACKAY: I should say that a considerable 
portion of the load being carried by the merchants today 
should certainly be on the books of the banks, that is, if 
the banks are supposed to function as wo like to think 
they should, in assisting our consumers and pur producers 
in producing what is, after all, the recognized woalth 
of our Statee 

SIR THOMAS WHITH: Do you suggest that the retail 
merchants have looked on tho situation, nat only from a 
business standpoint, but also from a humanitarian standpoint 


because of tho very intimate association between the cus- 
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tomer and the retail merchant? 

MR. A. B. MACKAY: That is so. Thoy arc compelled 
o. ado that. They have no choico, and they have carried 
farmers whom the »an.s have refused to accept. 

SIR THOMAS WHITE: I understand the fieure "forty 
million" «was omentLionedss. 

MR. ge Be. MiACK..Y: Yos, Sir Thomas, between forty 
add fifty millions,;snot tinchudins the two larzer cities 
of the Province, and we obtained that information from a 
questionairre, which was very closely analyzed, and I do not 
think I am dike HODaML Ne When Lf Quote Those Cieares , 

SLR THOMAS WHITH: Mr. Mackay, at the close of your 
very admirably-worded presenta tion, you referred to what 
was brine done in Great Britain: had you in mind the con- 
strvcetion of public works, which would sive increased pub. 
chasin; powcr throughout the country? 

MR. fe Be MLCKAY: No, Sir Thomas. I was rather 
addressing myself to the point in connection with distribu.- 
tion, to preccde the cffortS. the sovernnments have now to make 
toysalvage the wreck; in othor words, if it could be dis- 
covered, when a period of depression sets in, how the pur- 
chasing power can be kept in the hands of the public, you 
Gan GO that, tif bf Decatvably possible, and you would only 
have to .dovelop pudlic works later on, bocause the public 
will purchase ‘moods; snd/0 “on buying 200ds, “and the system 
will keep running. 

What happens to a systom in a veriod of Acpression? 
Commodity priccs are falling, anc we have everybody running 
out and stopping making thom. Everybody is makins goods for 


profit, sand what is the use of makine ~cods today, which 
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will bo cheapor tomorrow. So if tho Government can mai: 
tain the purchasins power in the hands of the public, thc 
will so on and satisfy thoir wants, and buy zoods all dow 
the line, and ovurybody will stay at work. 

a4 a magi : they 

SLR THOM.S WHITE: One method/Have adopted in 
Ingle nd, and which they have under consideration in the 
United States , is the construction of public works, whicl 
would sive incrcased purchasins power throughout the com- 
munity. Pardon mc for interruptin; you, Mr. MacKay, but 
that was all I desired to ask you. 

THE CHALRWAN: Thank you, Mr. MacKay. 

i Understand thero. is a sentloman here who has 
another ongasement, and I belicve he wants to make a few. 
observations, that is Mr, Maybank, reprosenting the Albert 
Pharmacoutical Association. We shall be lad to hear fro; 
Mr. Maybank at this time. 

MR. MAYBANK: @ thouzht last week possibly you 
“would not have enough work, so I sent a lotter to the 
Calsary Herald, which, with your permission, 1 will read 
today. 

THE CHAIRMAN: Certainly, Mr. Maybanks 

MR. MAYBANK: This letter was as follows: 

iiditor of the Horalde. 

"Now that we tae a Commission appointcd to 
inquire into banking, would it not be well to havo 
thom take up the question: "Why are the banks allowod 
to charge practically nine percent"? 

"another item worth montioning is the servico 
charse, Pivo cents on every cheque issucd, and the 


same on drafts that I aceccpt.e This fhvoecont charge 
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has nothins to do with tho stamp tax. 

"Yoars ago the complaint was that tho c; Pi..k. 
owned the country and time alsoe Evidently they 
have assigned these to the chartcred banks of Wester 
Canada . 

"If over tho country noedad a Bank Act revistor 
it is now, but it neods to be handled by some one, 
that can but and kecp the banks in thoir place. 

"Possibly the service charses that I have req 
ferred to are unk nown, in other placds, end if so 1; 
isa case Of "See Olds first". 

"Thankins you for your valuable space, 

(signed) M. R. Maybank. 
Olde, ti perte"., 
These interest charges have been mentioncd this afternoon 
in connection with sccuritics. Nopne under Heaven knows 
why the bank charges these different rates of intcrcst. 
We have about four hundred druzsists in our association. 
I happen to be the Resistrar and the Troasurer. 
We have one man here, a Mr. Halliday - he docs not mind 
my montioning his namc, as I did once before - he went 
to borrow some money, and thoy put a note out to him 
at cight per conte, and he said he would not sign it, 
and they conferred together for a few minutes, and 
they brought out a new note and had chanscd it to 
seven per conte 
There has bcon a great deal of kickins in 
this Provinee in connection with this scrvice charze 
which is collected by the bank; the banks say every- 
wheres; whothor it is or not I don't know. A 
number of firms pay it in the Olds district, and a 


number of business men have paid it. I have paid 
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it - five cents on every cheque and draft, which scoms 
rather a high tax in viow ce Saat ehcd ee they are 
getting more than tho law allows them rotate 

If I micht be permitted, may I read this 
iettcr from the Bank of Montreal which was coab eh ine 
in Olds on March 2nd headed, "Service and operating 
charge, mercantile accounts." | 

THE CHAIRMAN: Is that a collection account? 

MR» MAYBANK; No, a scorvice charge up our Way e 
I do not know what they call it in other placos. 
I know what wo have called it, but I will not say it 
here becausc I think there are some ladics res the audi cnec 
This is on 2 cheque drawn in Olds and paid in Olds. 
It has nothing to do with the oxchanro. 

THE CHAIRMAN: Drawn in one townand paid in 

another? e . | 

MR. MAYBANK: No, paid richt in Olds. | 

THE .CHALRMAN : Seq dle toe I draw a cheque on my 
account in Calgary payable to| one of your people in 
settlement of an de counts would that charge be made? 

| MRe MAYBANK: It all depends on how much money 

you have in the bank. | i can go qut to pay my bills 
.at a store down she st ist and give a cheque for $10.00, 
and butt cheque is charged up to me at my bank at 
-$10200-6 At the end of the month I get that little 
bluc slip, such as I have handcd youe oO 

SIR CHARLES ADDIS: This is onan overdrawn 
account? 

MR. MAYBANK: No, that is not an overdralt. 
4n overdraft is an he Ne thing in Alberta to-day. 


SIR CHARLES ADDIS: It roads right there 
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"sn overdraft charge." 

MRe MAYBANK?: It is called an overdraft charge, 
but there was not an overdraft during the whole month, 
and I have a letter to bear that out from the Manager 
of the Bank of Montreal at Olds. 

THE CHAIRMAN: Would you leave a copy of that 
With us? 

MR. MAYBANK: Certainly, and I can send you 
some more if you want then. 

SIR CHARLES ADDIS: This says: "Overdrawn", 

MR. MAYBANK:; No, it was not an overdraft. ‘ 

SIR CHARLES ADDIS: Not even for. one day? 

MR. MAYBANK: No, not for a minute. 

THE CHAIRMAN: May I keep this letter? 

MR. MAYBANK? I will road it to the shorthand 
writer? 

THE CHAIRMAN: Very well, give it to the short- 
hand writer, and it will be in the record. In conection 
with that it would scom to me that this five cents 
charge on cheques - 

MRe MAYBANK : It is not an overdraft charge. 
On the 13th of June I write to the Manager of the Bank 
of Montreal at Olds--I did not have time to see hin, 
as he was about four doors away, and I said: 

"Dear Sir: 

I note the following amounts have been 
charged up asainst our account, without our 
consent, and thon follows the amounts - 
totalling $9. 10. Please sco that the above 


amount is placed to our credit without delay." 
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On top of that the 3ank of Montreal came back with a 
letter dated the 15th of June as follows: 
"T wish to advise you that we hev- sorwarded 
your letter of the 14th instant w our 
Supe rintcndent for his inetractions."” 
~- I do not know whethcr that was at Toronto or Montreal 
or Calgary. 
Thon on the 2%th of evno I wrote them again anda 
asked them: 
“Wo have no altermtive but to domand an immediate 
rofund of the operating che. rgcs referred to in 
our letter of the 1%th inetant, together wi th 
accrucd intercst" -- 
which I think amounted to 12 conts. 
I went in on the 4rd day of July, on a Moncey, 
to pay a note which was auc, on which 1 had becn peying, 
the same as the farmers had becn paving, from cight and 
one-falf to hine per cont. interest. he rote was 
drawn for three months. ‘The accountant informed me 
that they had placed the operating chargcs back to 
my credit. I said, "Wheat nbout the interest?" and 
he ecid, "You heve got tint TOOe 4, Boa, "Whet have 
you done to the other fo.lo7s around tom who heve 
not squcaled, and he said, "Thet le none of your 
pusinoss," but I made it my business to go around to 
find out, and not one of them got it back. 
THE CHAIRMAN; ‘Veo are very much obliged to you. 
Information of this sort is very uscful. 
Yo have a representative here to-day trom an 
unomployed organization, in the person of Mr.C.H.Carter. 


Wo shall be pleased to hear from Mr. Cartcr at this time. 
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MR, CARTER: Your lordship and gentlemen of 
the Commission; You will wonder what business the 
unpmployed will have in connection with this inquiry 
of yours, how they are related to it, because they 
have no use for banks, and it might be said that the 
banks have no use for thom. They would not loan 
noney to them, sir, and that is one of the most serious 
charges you aMey Dee against a banking institution 
from anybody's point of view, whether from the. point 
of view of the business man or tho working mang if 
he cannot get any money to get on with he, dn the Douglas 
parlance will run short of purchasing powere 

I was encouraged this morning by your intro- 
ductory address to ask permission to say a few words 
on behalf of the unemployede Upto that thme I had 
no idea 1¢ would be possible to say a word. However, 
the unemployed are the most important people iy belicve, 
to-day, Within the confines of the Dominion of Canada, 
probably within the world itsclfy They arc. coming in 
for a lot of consideration, and it is a very hard matter 
to adjust the difficulties. As far as the unemployed 
are concerned, I am sure youwill agree, of course, that 
gomothing ought to be said for them: otherwise you 
misht not have allowed me to have appeared before your 
Bommissione ‘ 

The unemployed do not understand very much 
aboutthese menetary matterss Theyknow they have no 
money in their pockets, and that is pretty inconvenient, 
put as to the intrkeacies of finance, and all the parlance 


connectedwith it, and the idea of the gold standard 


and what it means to all of them, thoy do not understand 
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a thing, but they do understand thoso things which are 
closely related to their lives, and also to this matter 
of finance. Theyknow that in this couptry in which 
thoy live there is great abundance, that is a very 
salient fact. . There is no shortage of provisions for the 
needs of the poople in Canada, 

They also know thoy have the means to amplify 
that to an almost unlimited extent; thoy have the man- 
power, the machinery, the conveniences to bring thom 
to a state of complction in Canada, and they are strugeling 
very hard and may do in the course of a years 
what they have done in Russia. We have solved the 
problem of productions; we know how to produce the goods 
and can produce them to an almost unlimited extent. 

The common people know that « They ask themselves the 
question, "Why are we in this condition of stagnation? 
Why are we even suffering want?" The people to-day 

are in a state of semi-starvations they cannot continue, 
ieving regard to the situation, where we have so much 
abundance and where goods are displayed with such 
ostentation and used with so much profit and pleasure 
by so many of the people. These millions of 
unemployed are in a state of semi-starvation, compared 
to what they should Cn Joye 

They say, “What is the reason we cannot make 
these Things go?" and they have come to the conclusion 
that it is a money questione 

Now, this money management is in the hands 
of the bankers, and they are mismanaging the business e 
That is in the minds of the people, and I am convinced 


that is the only conclusion to come toe We are 
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instructed in these matters: we do not even have to 

delve into these things for ourselves; we do not need 

any brains or ability. All we have ne do is to listen 

to men like Ramsay MacDonald and President Roosevelt, 

and the Farmer Party of Alberta. They issue a paper here. 
Here is one, "Bank is in the dock", and it contains all 
about the May Commission. I have been looking for your 
name, sir, but I do not see it, but I suppose you are 
related with them. 

Here we have another "The money changers stand 
indicted", We get our instructions that way. A very 
prominent man named Mr. Chase, has written an ss ad 
entitled "fhe New Deals", and in that he gives sixteen 
different ways that: you can make money. These financial 
people are making money in all sixteen of these ways, 
speculating and so forth, and they have balled things 
up; that is what they did, and I thought I would like an 
opportunity to tell you that. 

We sent a man from this constituency to manage 
our affairs in Canada, the Right Hones te tae ReBe Bennetts 
- we all know hime He is a pretty good sport, old R.B., 
and the only thing for him to do, in my judgment, is to 
give to a large number of his constituents a change of 
this monetary system. 

THE CHAIRMAN: Thank you, Mr. Carter. I understand’ 
that Alderman Humble has some observations to make se pardtn 
the note issué.e 

ALDERMAN HARRY HUMBLE: Yes, my lorde on 
THE CHAIRMAN: Have you made a special study of 


this question? 
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MR. HUMBLE: More particularly, my lord, in 
the matter of municipal finance. That is what I desire 
to discusse 

THE CHAIRMAN: We have had representations on 
this subject from other quarters, the general purport of 
your view is that the unicipalities either directly or 
through the provincial government should have access to 
the Treasury Board to obtain against accrued securities, 
certain amounts. 

MR. HUMBLE: Well, secondly, yes. First, of courses 
my present views are that we should challenge the right 
to private ownership of public credit; we should national- 
ize our means of exchange. 

THE CHAIRMAN: That has been brought to us on 
several occasions. 

MR. HUMBLE: Secondly, of course, if it is not 
done, then I feel the municipality should have access 
to the Treasury just the same as the bankers who are 
able to secure their necessary moneys to carry on éssen- 
tial public services on the same terms and conditions as 
moneys obtained by the private banks. 
| There was another point, my lord; I do not wish 
to weary the Commission. You have no wish to listen 
to personal grievances, and I have none at all. I think 
my bankers know me too well to loan me any money » 80 I 
do not owe them anything. 

We in the City of Calgary have a very peculiar 
situation, and I feel that the brief of the City, 
although I supported it, did not fully deal with the 
matter, and therefore I sought an opportunity to person- 
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The necessity for this access of municipalitics 
to the Treasury to secure some othermeans of financing 
ss what I want to deal with for just a fow minutess 

This city finds itself in the position of 
being , at the first of the yoar, with no. meney, not being 
allowed to budget in the previous yoar for a‘surplus,y 
they have nothing to start 19335 mee. The first thing 
$t has to do is to go to its bankers : because it has 
gome choice of that. They ask for eredite 

Now, the type of seourity offered in this case 
43 the current taxcse Take 1933, they are Looked 
upon as the highest olass of security, but even though 
that is so, the sarrying on of the essential services of 
the oi by depends not upon the type of securi ty which 
the eity is prepared to offer to the banks, put the. 
earrying on of ourservices, health service, hospital 
service, cars of our indigents and sick, garbage collectior 
whatever the service may es han essential services -- 
depends to-day on the decision - I do not care to use 
a cheap word like "whim", but it might even be that - 
put 2b depends on the decision of a bank official some-~ 
where, it may be sn Calgary or far removed to Eastern Cana 
That, after all, 18.8 very serious position, when the 
services which are necessary for eighty-five thousand 
people should be allowed to be discontinued on the say-so 


of any official in 4 pank» I fecl this is the time 


when we: should question tho present banking system. 
Now, if the Commission, my lord, does not recommend the 
nationalization of banking credit or does not see Pit 


te recomgend the ercation of some form of central panking 
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that the present conditions should be looked upon as 
favourable by the Commission to present the machinery, 
the modus operandi. 

Mien I would like to direct your attention to 
Section 138 of the Bank ict, and to ask, my lord, that 
tho Commission consider that section particularly. 
Hore is the position, stated quite brichly. The people 
of Canada, represonted in their federal government erant 
unto private corporations the right to operate erode 4 
and to sell it again to tho same people, to ourselves, 
now in the City of Calgary: The people here grant 
to the private corporation the righe bo deal with eredit 
and sell it back to us at a profit. Now, the profision 
of section 138 of the Bank Act, my Lord, which no doub% 
is well known to all the commissioners, docs not exompt 
the public itself, docs not exempt the Provinee of Alberta 
docs not exempt the municipality of the Corporation of 
Calgary, but it says: 

"avory person, cXccpt a bank to which this Act 
applics, who issuos or POLSSUcs , makes, draws 

or endorsed any bill, bond, note, choque,or other 
instrument, intended to circulate as money, or to be 
uscd as a substitute for money, for any amount what- 
soever, shall incur 4 penalty of four hundred dollars." 

Now, I submit to you that if the Commission 
4g not preparcd to agree with my radical efforts and 
go all the Way, which I doubt very much in my own mind 
whether we are ready for that in Canada yet, perhaps 
we shall have to realise the failure of democracy more 
pefore we aro prepared to 4ondnai vidualize the individual 


to that extent--then I submit that any new banking 
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rogulations into Canada should contain 4 clause that 
should exclude those in rogard to the granting to 
municipalitis or corporations the riaht to do any thing 
within its own borders to make any provision of currency. 
I have in my mind, for instanco, 4 case in the City 
of Calgarye We have to carry on our cssential services, 
and we nocd moncye Wo do not collect that money until 
JUNC e It is truc we got somo pereentage of LG in cue 
tax pre-payment, but not sufficient to pay for our 
SCrVLCCS « Wo have to pay them equally over the 
twolvoe months; wo have to pay wages twice a month, but 
we only collect our money once a yoate ne nave this 
in mind, that we might issue in Calgary somcthing in the 
nature of a tax anticipation certificate which could 
be used for any purposo,. oven to paying the city for 
any debt owing the. city. We would only need a very 
limited amount. Porhaps one million or one and one- 
half million dollars would suffices, Our income over the 
year is about $7 4000 4000 for all purposcse T.06 200 
think those who handle these cortificates need worry; 
they would be perfoctly socure, ond it would have the 
same soourity as ercdit from the. banks So, therefore, 
Wa ask, my Lord and gonticmen, that you consider that 
foabure, if you do not recommend some more drastic 
change in the operation of our bamking sys tomy, that 
you bear in mind this suggestion and make it possiblo 
ror municipalities te help in financing themselves, 
and not have to pay ®@ profit or toll on their own 
crcedite 

There might be something which would interest 


you, my lord and Commissioners, with regard to what 
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municipalities are faccd with, under the present debt 
ercating structurde 
We have entcrced into some public works here. 
We built what is known as the Glonmoro Reservoire The 
eitizens paid threo million thrcec hundred and seventy 
thousand dollars for that projects “here was an over 
expenditure which made it a little over Perr million dollars 
put before the public gets this thing actually paid for, 
under the presont constitution of things, the people of 
the City of Calcary, through thoir water meters or their 
water tax, will have to pay somowhere in the neighbourhood 
of thirteen million dollars, or cight million nine hundred 
thousand dollars of interest alone ovor the forty years 
before these debentures are actually redeemed e That 
is the real heart-breaking thing to mo, and 1° PeoL 
4f some arrangement could be made whereby public monetary 
nequiroments could be arranged on same terms and conditions 
as thosc granted to the banxurs themselves, I think it 
Would be looked on with favour throughout the whole 
of the Donation of Canada and I beliove would be a step 
inthe right direction, if not, if the municipalities 
might be cxempted from Section 138 of the Bank Acte 
THE CHAIRMAN: Thore is another gentleman who 
aeons in from no less than two hundred miles to the north 
and who undoubtedly wants to get home. We will be glad 
to hear him nowe It is cither Mr. Stapleton or Mr. 
Henderson. . 
MR. HENDERSON: I will be glad to speak, my lord, 
THE CHATRMAN: I am sorry we could not take 
you sooner, but a numbor of people wanted to express their 
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MR. HENDERSON: That will be time cnough, my 
Lord. You probablywill want to know who I am and what 


THE CILLT RMAN: exactly: you might introduce eee 
oe tee 

Me HENDERSCY: I am farming about forty-five 
melos oaet of hore, ond 1 on a. strictly erain. farmers 
I do not raise anything but whcate I represent one 
of the biggest oxport products in Canada, more wheat 
is exported I suppose, than any one articlce 

THE CHAI RAMAN: How many acres have you? 

MR. HEIDERSON: I have two and one-half sections, 
sixtcen hundred acres . 

I am like probably fifty por cont. of the farmers 
of my locality in this fact, that the wheat farmers 
in ordinary times depend altogether on the wheat. 

They do not raise hogs; they do not do diversified farm- 
ine, and the conscgueneo is that they only produce and 
sell once 2 yoar. T do not knowexactly what you 
want to hear/ afarmor of that kinde 

MHE CHAIRMAN: Evidently you represent a class 
here, and we wantcd to know whether you found any 
financial difficulty in handling your crop, as far as 
your relations with the banks is concerncd. Have the 
banks helped you or failed to help you? 

MR. HENDERSON: I have banked with two different 
banks since I have been in Canada. I have boon 
anterested in Canada ever since 140%, anc I have been 
farming myself since about 19235. T have been here 
during some of the high prices, but not all of them, 


sna@ividually farming, but I owned land in this district 
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when wo got $2.85 a bushel for our wheat. Last ycoar 
I sold three carloads for 25 conts a bushol. ‘Tho 
average price I should think in that time has becn around 
one dollar or onc dollar and a quarter a bushel. 
-« PHE CHAIRMAN: How far havo tho banks helped 

you out of your difficulty? — 

MR. HENDERSON: Woll, I never in my cexpericnce 
applicd to a bank without getting what 1 applied fore 

THE CHAIRM.N: Do you consider that the rate 
of intcrest that was charged was reasonable? 

MR. HENDERSON : I did at the time it was charged 
VOse T always paid eight per conte intorest; I never 
paid any less than cight por conte on current accounts. 

THE CHAT RMAN: Have you had the cxperience of 
adding the intercst to the principal, and then charging 
interest on the accumulated sum on short-term notcs? 

MR. HENDERSON: Yes, I have had that experiencee 
I have bankcd with difforont bankse I have changed 
my bankers because I did not like the system of the first 
‘bankcLe 

I think this banking sys. 4g hargsly due 
toa plon followed out by the diffeoront DALES « The 
first bank I banked with, their limit was aboué three 
months on a note, and when 1 wont in I gave my note 
for the amount I wanted, and it had to be renewed within 
three monthse { never had the 4nconveni once ofhaving 
a banker ask mc for the moncy before I had the money 
fo pay it with, botore my crepa vale off. He knew 
when I borrowed it l would not be able to pay 15 unl. 
after harveste 


THE CHAIRMAN: When you did como to pay, did you 


anh 


“> 
re 


“ae tee 
, +e 
" ead 
ror 
‘ 
ian Oe Pew 
eR ot eet EC ey 
Sd cesar aw 
Sei bh 
beh Yak a Weer 
Ale ae Lae er 
tote * 
4 : py 
PD oy ete 
a 4 aay 
” " ae 
oS ? owes 


os 
« 
san 
; 
Sig 


ry 


wn 


« 


- 903 - 


find that the sum included intercst on intercst: 


(2 


WRe UENDERSON: Yos, alwayse There was ono 
thing £ did not like about tbo banking system at that time, 
that is, with this pabticular bank. When I gave my note 
say, for $100 or ‘$200, and in throo months went back 
to ronow it, the interest was added to that, and I paid 
interest on the intcrest aftcr throo months « 

SIR CHARLES ADDIS: Did you pay the intcrost? 

MRe HENDERSON: I did not pay 1t until the ond 
of the time, There is another thing; Formerly I had 
done business in the United States, and had owed the 
bank there two or throe thousand dollera a yoar at 
different times, and when I paid my noto I always got 
the old note back, but at this bank I did note When I 
paid my note they retainod it until tho rost of the notes 


were pald, until tho ultimate payment was paide if 


tohead given two or theco wv» lacoment notes in theo meantime, 
those notos wero all retainwd until thefinal payment 


Was itnadce 

THE CHATRMAN: You said you applied to another 
bank -- 

MR. HENDERSON: Tho soeond bank did not do that. 
if I paid a note at tho bank I always got my noto back. 

THE Coat RAMAN: Do you find much competition 
between the banks? 

MT. HENDERSON: None whatover. I changed my 
Dank from one institution to anothor b.cause TF did not 
like the operation of the first bank. Th ise svcond 
bank I did not borrow any monoy for over two JOars, 
and I did not know what attitude they would tako, but 


I was fortunate enough not to havo to borrow any money 
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from thom for two yoars after T began to do busincsy 

with that bank. I will say this much that the rato 

of intcrest from the bank on long-term notes wore deercascd 
DNO taratrot Mange 2 got a notice of a docreasc of one- 
half of one-per cent., and thon a couple of wocks after 
that. aotia notica there was another rvoduction of another 
onc-half of one peor Conte, making a reduebtion to scven 

per cont. an long-term loans. ivhave no, short=torm 

ioans this yoer, and I do not know wheat tho rauo,or 
intcrost is. 


SIR THOMAS WHITE: What do you term "a long-term 


loan"? 
MR. HENDERSON: in this I will give you my 
personal cxpericnce. ipeoee Scores or? thie first 


depression some farmers ware not able to moct their 
operating expenses for that Year, audeup, CO thaate time 
I had never been asked by any bank to give any more 
security than the ordinary statement of my business 
SEPel PS sm. 

HON. MR. BROWNLEL: Lt suppose in operating 
a farm of that size your oxpenses would be quite 
substantial during tho year? 

MR. HENDERSON: They are in normal times, when 
labour is high and everything elso is high. When 
you have a total failure one year, and do nothing but 
the wheat work, and do not bothor with anything else 
excopt the small grains, and you have almost a total 
failure one year, your doficit is quite marked. 
For instance, I think it was sémething like five thousand 
dollars I wont behind in one year. Since that time 


I have been able to mcect running expenses djring the 
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dopress ion, but 1 have not been able to make up the 
dofi:.it on the investmont - the intercst on the investmenta 
MR. LEAN: “ou cay you represent about fifty 
por cont. of the farmmeors; oo you find ony difficulty 
in paying ony intorest, or rather, $s it a question of 
difficulty under certain conditions, and mecting principal 
payment? 
MR. HENDERSON: I havo poon fortunate in my 
relations. I do not know much about my neighbours in 
a financial way. S omc of them do not bank where A Og 
and if they did I probably would not know anything about 
thoir rolationships, but I know this much, that most 
of the farmers in my Locality aro having trouble 
getting finances enovugh.in mony casos - in borrowing 


any money at the bank at all, 


(Pages #15 follows) 
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SIR THOMAS WHITE: What youwant is a rise in the pric 
lovels? 

MR. HENDERSON: I think what we nocd is a fair price 
for our products, and something to give tec cur creditors 
too, until we have a chance to pay them off. 


THH CHAIRMAN: Thank you very much. 


THE CHAIRMAN: Is Mr. Stapleton hore? Is thero any 
point, Mr. Stapleton, we have not had brought to ouP notic« 
to-day from the farmer point of view thet you would like 
to tell us about? 

MR. STAPLETON: Well, I have been a livestock man all 
my Life; I am a rancher. 

HON. MR. BROWNLEE: Where do you ranch? 

MR. STAPLETON: North of Medicine Hat on the Red Deer 
River. 

THE CHAIRMAN: We have had Mr. Mackay from High River. 
Have you anything that you would like to say from the ranch 
ers point of view regarding the facilities bankers afford? 

MR. STAPLETON: T have been doing business with banks 
since I was 16 years of crs and I never had any trouble; t? 
always paid my cheques and always gave me money when I neec 
it. 

TRE CHAIRMAN: We were told you had sent in your name 
because you desired to tell us something, Mr. Staploton. 

Is there anything you wish to tell us? 
MR. STAPLETON: Well, take it for the last twelve year 


there are only three years in which we have made money, the 
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others all show a loss. And so I thought that probably 
the banks should stand a 7ittle share of that loss by 
roducing tho intcrest rate until such time as things imp- 
rOVE. 

THE CHAIRMAN: That is the point you wish to bring 
forward? 

MR. STAPLETON: I am not insisting on it but I think 
they should do it in all fairness. Tho ranching business 
on account of the long depression is in a very poor con- 
dition, you simply cannot dispose of your stock. 

THE CHAIRMAN: Well, we will tr’ ° note of your point, 

Mr. Stapleton. Thank you very much Sor coming here to- 
day. 

MR. STAPLETON: As far as I am concerned I have no 
fault to find with any of the banks, 

THE CHAIRMAN: ‘ber cre one or two gentlemen who have 
preparcd documents which t).o. have put in. Jt is only a 
question of whether or not they desire to gpeak to them. 
Thore is a brief which has been supplied to us by Mr. Cowl: 
rogarding a central bank. Is Mr. Crowle in the room? 

We have a number of people, Mr, Crowle, to hear yet, and 
perhaps you will be satisfied to let your brief stand as 
your presentation, 

MR. CROWLE: I have no desire, my lord, at this late 
hour to add vory much to what I have prepared. If I were 
sitting with your lerdship I would nes wish to hear it at 


this late hour. 


(Page 918 follows) 
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Brief Presentod by Harold « Crowle. 


Hostility of Banks to CG roation of Contral Bank. 


ep ree ene an ar A LOLITA Ne 


The Monctary Commission may or may not determine thai 
a central bank is desirable and its establishment in 
Canada justifiable, but having done that it may fail to 
convert the Canadian banks to the idea or to overcame 
their very probable hostility to its creation. That 
hostility is a fact which has to tc faced and a view has 
lately beon expressed by a writer on the subject to the 
effect that so long as that attitude of the banks continv 
a central bank in Canada would have little chance of a 
useful existence for the reason that friendly cooperati or. 
by tho other banks with tre central bank ig a sine qua 
non of successful central banicing in Canada. Tf that is 
case, wo might as woll save the expense of tho commission 
so far ag the consideration of a central bank is concerno 
as it is almost a certainty that tho Canadian banks will 
romain for an indefinite period unalterably opposed to th 
establishment of a central bank. 

Nationalization of Banks is no Solution. 

Some will say that the way out is to nationalize t he 
banks. Such a step is not likely tc be taken by any 
Canadian Government other than one olected on a very radi 
programme. The evidence supplied by the experiences of 
other nations which have attempted to control their bank: 
systems scems to be all the one way onthe question of 
nationalization.e Government cannot be trusted with the 
solo control and management of public credit. The 
temptations to use that credit to tide over their pressi 


needs are too great and are yielded to much too oftene 
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Monetary policy must bo freo from political as well as all 
other influonces. Tho exporicneos of Germany, France and 
Spain in recent yoars whore tho covernments in those 
countries found it much too casy to finance through their 
respective central banks show that state control of batiks 
is to be avoided at all costs, 

Resolution 111, proposed by the Commission on Currency 
and exchange and adopted by the Brussels Com Oroicn, Lace y 
was as follows: 

"Banks and especially a bank of issue should be 

freed from political pressure anc should be conducted 

on the lines of prudent finance." 

This docs not mean thet the state shall have no power 
of control or regulation over a central bankand the 
relation of the central bank to tho state and tho proper 
degree of state interforence and control off such an institut- 
ion are considered lator in this article. 

Must we then give up the hope of having a central 
bank just bocause the other banks do not want a central bank? 
‘Is there any middle course between nationalization and 
having no central bank at all? 


Central Bank is Fossible if Given Adequate Powers 
of Controle 


ee eee Oe eee 
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The view sought to be expressed in this article is that 
we can have a central bunk which will be able to carry, on 
in spite of the coldness and hostility o* the other banks, 
provided machinery is ercated giving the central bank 
adequate gontrol over the other banks sufficiont to make 
them walk the chalk line whether they wish to or not. In 


other words, if the other banks continue to wholly oppose 
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central banking in Canada, let us have a bank previded 
with some real teeth and not false ones. In course of 
time, when the banks find that a central bank has eome to 
stay and t hat they just have to mind weether they want 
to or not, they will accept the situation and cooperate 
with it as banks do in other countries having central banks, 
Mr. Keynes in his reecnt treatise on money, says: 
"One might have suppos:2 that in any well contained 
monetary system, the momber banks who operate in 
isolation and without special rogard to the general 
interests should be put under the discipline of a 
central bark and that the elemont of discrcotion in the 
system should mainly inhere in tho central bank," 
Treatise on Money Vol. ii-p.262 
Control is Effected Through Control of Cash Reserves. 
While banks seek to keep the most of their resources 
earning intorest consisting of loans t: sustomors and in 
more liquid investments such as governmcntal and other 
‘bonds and securities and on call loans, they nevertheless 
an Bont once to a well establishod custom, maintain about 
on the average in most countries from ten to twelve per 
cent of their entire resourccs in legal tender money in 
Canada is gold or Dominion notos and this ral money is 
presumably kept in their vaults. 
In Canada the amount of this reserve should instead of 
being left to custom and to ttho discrotion of the banks, 
be fixed by law at either a definite percentage of the total 
_of all doposits or as favoured by Mr. Keynes and as 


provided in the Federal Reserve System at a small percent age 
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in respoct of savings doposits and a largor percentage 

in the case of account or cash deposits. All of the legal 
reserves of all of tho banks as fixca by law, should by 
law, be deposited in the contral benk, In Canada Lt ohne 
percentage were fixed as it is at present maintained by 
the banks, it would result in about two hundred millions 
of legal tender moncy being deposited with the central bar 
as the banks continuing to issue their own notes would not 
require to keep very muc’. legal t ender money in their tilt 
This would give to the central bank, control over the memk 
banks as shown bolow and provides also the resources with 
which the central bank may c arry on business and manage 
the system and as Mr. Koynos points outs is by wey of 
contribution by the momber banks of part of the cost of 
operating the central bank. 

Giveh this method of control it is apparent that the 
banks as units can move ahead by way of expanding their 
loans only as permitted by the centrel bank. If any bmk 
lags behind the other banks, its cof.iers fill with cash 
which it will seek at once to place out at interest. If 1 
goes ahead faster than the rest, its position at the clear 
ing will become such that it will be compelled to draw or 
its cash reserves but it must by law make such withdrawals 
good and to do this, must borrow from the central bank or 
rediscount its securities thero and in this way is placed 
under the dictation and control of the central batik. 

Additional Powers of Control, 

A somewhat drastic power of control which has not yet 

boen embodicd in the charter ofmy contral bank but which 


recommended by Mr. Keynes (see Treatise on Money Vol. ii-T 
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78, and pe 260, 261) is that whoreby power is given to the 
central bank board to vary cithcr up or down the rescrve 
ratios of tho mombor banks. This powor would be used by 
way of discipline of a bank whichrcfused to carry out the 
wishes or diroctions of the contral bank eithor whon it 
loaned too much or loanod in a way not approved by the 
central bank or failed to move in the direction indicated 
by tho central bank, It is proposed that this power should 
De vostod in the board of tho ceontra..f cnk of Canada in 
order that it maybo able to function notwithstanding the 
hostility of any bank or banks and may be ablc to compel 
Such banks to carry out its wishes and it is shown how this 
power may be ee eee ang usefully exercised, How drastic 
this powpr actually is is -anifest when it is considered 
that if it is used in rospoct of any bank that bmk would 
at once havo to seriously curtail its loming operations 
and thus at once suffer a shrinkage in its earning power. 
Iwo Directions of Exorcise of Control. 

The chief direction in which central bank control of 
member banks is excrcised is that of control of total voiumc 
of money and credit. It is considered that an eqally 
important field of control is that of control of distribut- 
ion of that total volume. 


Control of Volumo of Money and Credit. 


eames 


In view of the fact that open markct opcrations and 
raising and lowering discount rate as tried out by the 
Federal Reserve Banks in the United States over a period 
of ten yoars has not cloarly demonstrated its effectiveness 
thore 2s a means of control of the price tevel es it has 


been found to work sometimes and at other times to have 11itt! 
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if any offoct, and in wiey cf the fact that in Canada wo 
have no roal money market and the market for securitios 
is somewhat limited, it is not argued that the case for a 
central b ak for the exorcise of the function of control 
of volume can be clearly mado out. 

Notwithstanding this, however, it is nevertholess 
desirable to have a central bank which can pursue the 
methods of control which do exercise more or isss influence 
in other countries and would excrcise some influence in 
Canada, and which would give a lead if nothirg else to the 
other banks and to tho public. When = boom is on and 
business moving at what the central bank board considers tc 
ve too fast a pace, a sale of securities and a raising 
of the rate of discount by the central bank is a clear 
signal tobusiness and t» the banks that bad weather is ahc 
and should have the effect of slowing down the pace and 
thus possibly averting a sovere panic. And when in a 
depression the central bank injects new money into the 
whole system by a purchase of securities and makes borrow- 
ing and rediscounting easier by lowering bhe discount rate, 
that is a signal from the leader to march ahead and helps 
supply the all essential confidence without which all that 
the banks can do is of little avail in starting a rising 
price level am a return to prosperity. We would thus 
have a loader inspiring confidence i» times of depression 
end providing a warning in times of prosperity, so badly 
needed by the profit~seeking world, including the other ban' 
a leader divorced from the profit motive and with its eyes 
above the whole scene and unblinded by the lure of expandi~ 
profits and dividends anc undaunted by the fear inspired 


by 2 stato of depression. 
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If, however, the banks refuso to heed the lead given 
thom by the central bank, «nd either keep on lending and 
expanding when the signal is to curtail or fail to lend 
when the signel is to move ancad, the exercise by the centr 
bank of the above mentioned power to raise or lower the 
reserve ratio, would make effective the lead desired by 
the contral bank. Thsdemand of an additional amount of 
wesorves aby fixing .aphicher ratio pwould«<in.the case.of the 
banks which were Loaning too much, curtail their operation: 
and where they were not loaning enough, would supply the 
contral bmk with additional resours.s with which to suppl; 
credit to other banks prepared to move ahcad or possibly 
provide crodit.direct:. 

Control of Distribution of Credit. 

In &@ previous article it was alleged that Canadian 
banks did not fairly distribute credit, that certain class: 
of borrowers were discriminated against in favour of more 
favoured classes and that the terms of borrowing or of 
renewing loans were made oppressivoly hard both as to cost 
and aa TO security demanded. Possibly this policy is a 
deliberate one on the part of the banks in order to 
discourage borrowing by classes of borrowers in which 
the banks arc not greatly interested. 

It was proposed in view of the fact that the banks wi- 
make little if any use of rediscounting facilities at the 
central bank or at all events, will rske sc small use as t 
render a centralb ank unnecessary sofar as rediscounting 
concerned that the initiative in rediscounting bo not 
confined, solely to the banks but that the public be per- 


mitted to place before the central bank for review all 
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complaints by borrowers secking new loans or discounts 
or renewals of same from any of the other banks. The 
paper submitted could then be considered by the central 
bank board after report thereon by the local board if appro- 
ved would then be referred back to the member bank for 
reconsideration. All such paper would probably be 
acceptable to any member bank as it would be in a elass 
earmarked for rediscount if the bank desired to use it 
for that purpose. No principle of ordinary central bank 
rediscounting would be affected the only difference being, 
that the public could have direct accoss to and share 
with the other banks the i-itiative in the use of the 
contral bank and if the papo. upnroved by it were neverthe- 
less turned down by the other banks, it would probably be 
enabled to provide the discount direct. The Bank 6f 
France transacts loans and discounts directly with the 
public to the extent of about 30% of its loaning and seeks 
to make credit available to small borrowers and those 
neglectea by the other banks. 

It may be urged that the use of a central b ank is 
only for omergency purposes by the other banks and that 
it can lend only on the choicest of perverse Thies Ls nov. tie 
view acted upon in the working out of tho Fedoral Roserve 
system where rediscountihg by the reserve banks is considered 
as available for the every day run of business for all self 
liquidating loans. 

Use, of Disciplinary Power. 

in case any member bank will not loan on paper approved 

by the Central Bank in the manner abdve described and 


continues to loan where it pleases, the Central Bank Board 
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could oither provide the discounts and loans direct to the 
approved borrower or uso the disciplinary power above 
referred to. The banks or bank refusing to loan on such 
approved paper could be disciplined by requiring from them 
a higher resorve ratio and the consequent deposit of 
additional reserves with the Central 7enk. The existence 

of such power and the threat of its us: would probably in 
most cases bring the momber bank to time and the loans would 
be made. If the powor were used it would provide the 
Central Bank with additional rcsources with which to provide 
the loans direct or to reciscount such paper with other 
banks prepared to loan moncy uoon it. To safely and 
intelligently exercise such 2 power the Central Bank would 
have to have knowledge supplied to it by the other banks of 
all of their loans and investments and full particulars of 
the same. 

It is admitted such a power is very drastic and has. 
not yet been given to any central bank. But surely Canadian 
banks cannot be permitted for all time to wield their 
despotic control of the national credit. Harmful and un- 
warranted interference with the conduct by the banks of their 
business is not desired but surely some power should reside 
in the Central Bank to ensure that the total of the volume 
of money and credit be distributed equitably and with 
regard to the best intcrest of the whole public and to the 
neglect and unfair treatment of no legitimate interest. 

When the Central Bank Board finds that such legitimate 
interests are being neglected or unfairly dealt with and 
when actual cases are brought before it which it has invest- 
igated and has found are receiving unfair treatment while 


the money and credit under the control of the banks is 
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being, by them, placed out in othor directions not considce 
ed as advantageous to the public welfare, it surely shoulé 
be held desirable to give the Central Bank the power to 
direct the flow of credit in the direction it finds to be 
desirable. If it deals only with ee investigatod cases 
and uses the disciplinary power on’ when abuses in the 
granting of credit Py a member bank or banks are found so 
to exist, the exercise of such power could surely not be 
held to be unwarranted and mischevious. 

The real problem lies in creating machinery for the 
appointment of a board 1.4 finding a board capable of 
exercising free from influence of any character any such 
powers, This subject is referred to later. 

Relation of State to Central Bank. 

Reference has been made to the relation detween the 
State andthe Central Bank and that in order that tho 
Central Bank may be able to exercise its control of the 
monetary system in a satisfactory manner, and with wisdom 
and good judgment, it must be free from any direct control 
by the governmente No member of th: crovernmont should be 
the Central Bank Board as he would only be a mouth piece of 
the government in power and would not be able to exercise 
any independent judgment where the interests of the govern- 
ment were concerned. The exact relations of the governmen? 
and the amount of Sh-«to control and interference with the 
Central Bank should all be clearly defined in the Act 
constituting the Central Bank. 

Ghe Central Bank will act as a depositary of goverr- 
ment funds and carry out the vast clerical work connected 
with governmental accounting. It will also provide the 


government with its short-term financing requirements. 
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As to long torm demands of a govornmont it is generally 
recognized that long term borrowing from a Central Bank 

or from any bank is the rankest kind of inflation if 
indulged in to any groat oxtent or perhaps to any extent. 
But when omorgencies arise such as war or acute depression 
and the government in its oxtremities sees fit to borrow 
from the central bank for long torm requirements instead of 
attempting to finance by a sale of bonds on the market to 
the public, there is nothing that will prevent it. The 
Canadian Government has lately borrowed in this way from th 
banks and if there were a Contral Bank it would do likewis« 
as all governments will do and have done when tho need 


arises. 


But in a reasonably well govern: 2 state governments 
finance either out of revenue or by « sale of bonds to the 


public and do not allow themselves to get into debt with 
the central bank, and this has been the experience under 
the Federal Reserve Systom. When an omergency arises, 

such as war or acute dépression the advice of a central 
bank board will be most valucbico and while the need of the 
government might be great it would hardly attempt to over- 
ride the opinion and advice of the central bank board and 
compel a large loan to the govornment from the bank. But 
the emergency may be great cnough to warrant such action an 
then no reasonably minded central bank board would seriousl 
oppose it. Hconomists hold that issue of money to a govern 
ment by a central bank may or may not be a vicious inflatio 
It may be that the prico level being very low, a loan of 
reasonable proportions by the Centre ~ank to the government: 


might be merely corrective and be sort of wuat is now calle: 
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a roflation, It all depends the authorities on such 
mattors say as to whether such loans to the government by 
the bank upsets the monotary equilibrium, for ordinary 
governnent financing may do that if too much money is 
poured out at an inopportune timc. Who is to say or to 
know whethor such policies should or should not bo pursuo? 
by the govornment through tho Central Bank better than tho 
central bank board itself? It alor> can provide the gover 
ment with the best possible advico onased upon its 
accumulated knowledge and experience. 

Cooperation With Other Central Banks. 

Control of the banking ee by a central bank will 
enable this country to cooperate with the central banks of 
somo thirty or more othe. ccuntrios which have central ban 
LO GSsist in maintaining international equilibrium of the 
price level as well as internal equilibrium. Cemada is nc: 
rather unique among civilized nations in having no central 
bank. In 1920, the International Financial Conference at 
Brussels passed the following rosolution:- 

"In countries where thore is no Central Bank of 

Issue, one should be established." 

Acting on that resolution the countrios that previously 
formed part of the Russian and Austr’un Empires some South 
American and Central American states snd South Africe 
proceeded to establish central banks and one is proposed 
for India. To date Canada remains outside tho pale. 
Character of Contral Bank Boards 

Lastly, but by no means least, and perhaps most 

important of all is the question as to what kind of board 


will control the central bank and how is it to be appointe: 
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if 4f, is tobe free from. both the control or influence. of 
the state or of tho banks or of any other influence, how is 
it to be chosen? A study of the charters of many central 
banks leads to the belief that an appointed board, appoint- 
ed by the government but upon which there was no member of 
the government or otherwise in the gcvornment employ would 
bo proferable to a board elected by tho shareholders or 
partly appointed by the goverment partly appointed 
by the shareholders. If the institution is deniod all 
profits say over 5%, as is the case in most contral banks, 
the sharcholders will heve but a lukewarm interest in the 
election of directors. Furthormore, if the banks are allow- 
ed to clect certain members of the board these members will 
be. merely mouthpieces of the banks and will. exercise no 
independent judgment. 

On the whole, a board appointed by the government for 
a term of say five years, and selected fromthe ablest and 
most capable persons with a tested experience and ability 
and being men of business, bankers, industrialists and 
_ others representing banking, commerco, incustry and 
agriculture would be most likely to five the best service. 
The bankers would represent no banks wut would merely suppl 
the board with men of tested banking experience. The high 
honour attracts men of the highest ability under the Fedore . 
Raserye Systom and would ettract that class of men in 
Canada. Wo have a Railway Commission and other commission:, 
We have a Judiciary. In all of these we have confidence as 
to their impartiality and freedom from influence. Wo can 
surely have a centralbank board of the sane calibre. 


The central bank would have branches in cach important 
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city in Canada operated by a local board chosen by the 


central board or by the governmont. 


ee ee 


THE CHAIRMAN: Mr. W. Fulton has also supplied a 
brief. Is he here? 

MR.:-W. FULTON: Your lordsr’.o and gentlemen, may I 
preface my remarks by stating that white my association 
with Calgary is only temporary and quite recent, my 
business experience in Western Canada extends over 25 
years. 

I also am one of these who have to worry about earn- 
ing my own living. You all realize the important charge 
that has been placed upon you for an improvement in 
conditions in Canada, and one of the things you are 
Specially direeted to consider is the question of a centn 
bank. I have made some study of the question of a centra 
bank for Canada and I desire totake the liberty of present 
ing the views that I have before you. The representation: 
that I place before youaro entirely my own, and there is 
only one authority that I have lock.” upe 

The first thing that appealed to me when thinking of 
a wetitreal bank was, exactly what is a central bank? What 
would b6 its special purpose in the Dominion of Canada? 

T have taken the liberty of drafting out my set-up of whe 


I think a eontral b ank for Canada should eonsist of. 


(Page 940 follows) 
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I have used the word céntral reserve bank because fifty 
years ago we did have an institution called the Central 
Reserve Bank of Canada, which was incorporated by par-~ 
liament and became insolvent. The powers and purposes 
of the central reserve bank that I propose would be as 
follows: to be the banker of the government of Canada; 
to represent Canada in all intermaticna’l discussions and 
agreements on matters of credit and currency; to maintain 
as far as possible uniformity of the value of Canadian 
currencies in relation to those of other countries, par- 
ticularly Great Britain and the United States; to furnish 
and regulate the supply cl currency in Canada;to furnish 
an adequate and equitable svpply of credit in Canada 
adjusted to the needs of its industries; to hold the gold 
reserves of Canade and of the chartered banks; to hold 
Silver stocks up to an amount determined by international 
agreement as legitimate monetary reserves; to deal in 
gold and silver; to hold these surplus reserves of the 
private incorporated banks; to have the exclusive prime 
distribution of all metallic currency in Canada; to have 
the exclusive right of bank note issue, and to the maximum 
determined by parliament, such notes to be legal tender 
in Canada in any amount and to be the sole bank note 
legal tender one year after the bank is inoperation. 

Then as to capital, ownership and profits: 
The caital of the bani to be one hundred million dollars; 
the Dominion of Canada to holuc at all times at least 
sixty per cent of the issued capital; the chartered 
banks to hold in all not more than forty per cent of the 


issued capital (the holding of each chartered 
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_ bank to be in the proportionof the total of its capital 
and surplus to the combined total. The stock held by 
the chartered banks to receive out of the profits of 
the Central Reserve Bank a maximum ‘ividend of 6 per cent, 
cumulative. Profits beyond the abwuve dividend to be 
divided between the reserve fund, pension fund and the 
Dominion of Canada. Then as to management, it would 
consist of a governor and a board of directors with the 
Minister of Finance naving the right to nominate a 
representative to attend bwerd meetings but without votin:s 
DOWEL. The governor to be a man of tested banking ex- 
perience, and to be appointed by the government of Canada 
for a period of seven years and to be removable only by 
parliament. 

The board of directors to consist of eight per- 
sons, five. named by the Dominion government, three by 
the chartered banks acting in concert, Of the five per- 
sons named by the government one to be appointed from each 
of the five commercial divisions of Canada (the Maritimes, 
Quebec, Ontario, Central West, Alberta and British Colum- 
ae Each shall have been resident in such division 
for the previous five years and have had an active ex- 
perience in agriculture, commerce, finance or industry. 
Of the three persons namcc wy the chartered banks none 
shall be.an active officer of a bank. The term of 
office of a director shall be three years. The governor 
shall manage the affairs of the bank, recommend to the 
board for appointment all officers, recommend to the 


board the rates of interest and discount, and be the voice 


a Eat 8ga0 etd, te = hod 

ae bien moods. - pe a of Bost vi om" 

edthong ae ‘% 18, ovtoner, od 8 
90 ae. £ to baobbe sick a Ped bar : 
us od inte de Bay ane. paoyed ad Pore ar 2 
sane Decigy’ Corina in Geto papitata sep | 
“plwaw +4 av i dare og a ont” - ethos to pent 


rn 


Ss 
Hs) 
a 
— 
nae 
So 
GE 
Pe) 
: ae 
7. 
we 
& 
2a 
8 
ee 
-© 
= ey 
®. 
>. 
3 
x= 
ix 
~~ 
FE 
3. 
hd 
= 
_ as 


Sov dsrodd tw: dart ageletone et . neki 08 ovisatastenqeae! | 


—_ math fi nas Sf! Te fit ‘@ ea cit romwroy out eto w0a ‘ ' ne 
afered to dousemrevon ond ¥o 1 ed arogga” od at baa) coomsineg r a : 
: ab ns eon 

"4. Yine-of sh 260 od Sas, eaeey aeirpe to Dokneg: B x0 * on k ‘ m it 

| | 2 es daoaehines, 2 i 
| | | wor. 
e“ee -iiintiea Ta caéaende at atatoetth Bn a Panod ont ‘ants a ie : 
vd sort? Premera vos, ho Lito! ent “ods bones. awh 808 nh ‘ i i 2 4 

~tog avi ait - gteeonao' cat qaltaa winged pened sad att I | i 

lend mpin): hedethomga, 84.6%: eno DaeEOveY auld - ee, Sousars EGS | ay a i Ma Wy 

- gtomish inet oot) han? to emo tekeRR fakortommoy 6 v2. ead om i" a 

aurea MIs bes sth tea Lord s0d oheasin ioedeuo | a 
7 e os 

as tarven plo., bg F unbatged iteect av-att oie dont and, ini 1 

~Eo evitoes fe Bed ever tite -eneee oes euoky ae ond: tor wer 

Yutecunl aodtenty arin ein ea aS oR al saneaaeg ae ae 


enon extvad hoaétteado adit y le tides easttog seth ods » hon 


: 


% gered oct - gad to “eotthe ovidos tie et titante © 


a 


| qomevoy, wl? wt ay, 20" ttf * ad tint torgortt 8 ito ‘bot whe 
ex of bivsnmeson: ltd: sed to avers odd eubdlear ean 


: Len ; : vi 


4 ” ha 
wf, 
whe of ; 


oe ; | wh ea 


- Pye i x hs ® cay a 
; ‘ , : ry is ie a8 : aed f 
a “eg 


i r [ oe « ah he , 4h an am a 


~ 942 - 


of the board before the publicy 

Then as to customers, the customers of the Centrel 
Reserve Bank shall be limited to: the Dominion of Canada; 
the provinces of Canada:tioe chartered banks of Canada; 
the Central banks of Great Britain mad foreign countries; 
approved banking organizations in other foreign countries 
having no central bank; and such other public bodies as 
may be determined by parliament with the consent of the 
governor and board. 

As to operations, the bank shall transact all 
banking operations of the Dominion government, The bank 
shall transact such banking operaticns with the provine 
Cial governments as may be determinid oy tc governor 
with the respective provincial treasurers within the 
limits of policy set by the board. . The bank shall 
supply the chartered banks with their currency, re- 
discount the notes end sccurities taken from their cus- 
tomers, as tendered (within the limits of the safeguards 
Set up by the board); shall receive and furnish their 
foreign ex change. The classes of paper suitable for 
re=-discount would vary from commercid paper up to ninety 
days maturity to paper secured by agricultural products 
or natural resources in process of development up to nine 
months maturity; and generally such other paper or securi- 


ties regularly dealt in by commercial banks would be 


recognized. The rates of discount as set from time to 
time could @iffer for different class: of paper’ or 
according to the length of maturity, but would be uniform 


throughout the Dominion. No char tered bank to charge 


its customers more than three per cent above the re- 
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giscount rate on paper ro-disctounted with tho Contral 
Reserve Bank. The operations between the Central Re- 
servo Bank and foreign banks to be those of cxchange. 
The Central Reserve Bank could accept deposits to the 
credit of foreign banks and hold part of its funds 
abroad and in foreign currencies. 

Generdlly the bank should establish such branches 
throughout Canada as it deemed necessary for its busi- 
ness and also establish agencies cr orancnes in Great 
Britain and foreign countries. The bank to make public 
regular periodical statements of its position. 

And finally the bank would be operated as a public 
trust. 

I think the set-~.» I have given there is rather 
an orthodox set-up ombodying a great many of the main 
features of the thirty or forty central banks throughout 
the world, It is organized on a conservative basis 
giving the chartered banks a prominent but not a dominat- 
ing position in its management. It would be Canada's 
representative in all discussions with foreign countries 
in connection with banking and currendye It would have 
the national control of the banking capital of Canada and 
the management of the flow of curruncy, credit and foreigr 
exchange. 

There are some reasons why I think such a bank 
would be entirely desirable in the Dominion of Canada, 
The first reason I would say would be psychological. 
During the last two decsccs we have had in Canada the 
experience of a gradual absorption of many of the charter 


banks into the few banks that are now in existence, and i: 
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the process of that absorption there have been many 
questions raised by newspapers and s¢rious~-thinking in- 
dividuals as to whether there was not a condition arising 
in the Dominion of central cotrol within a few hands in 
Canada that would not be to the best interests of the 
country. Then during the last four years we have had 

a sorics of investigations ~f various classes of companies 
in which the control or the interest was in the same 
hands which control our banking system, and in the last 
two years we have had an enumerableinstances of eee 
contraction of credit more especially in western Canada, 
where it is impossible to get it at)all-in;certain™ dis- 
tricts. In the last few mosenestns United States a 
series of investigations has taken place with reference 
to financial matters which have had a very detrimental 
effect on the public mind. Is donne tote 1.4. Would, be 
possible to exaggerate . There is in the public mind 
in Canada the impression that the control of banking 
operations in this country, and even that the control of 
Bin ering in Canade.. some go so far. as to say, is in 

the control of a few men .nd it is only natural, they say, 
that these few will not overlock their own interests in 
anyeoleinelr actions. 1 belicve ithatia. change from such 
contre. .tovan tins titubtion such.as.l have outlined, .and I 
do it purely for the purpose of idee would have a 
tremendous psychological effect on the minds of the people 
of Canada and that is a factor which we have to bring 
about in order to improve the general monetary condition 
of the people in the special conditions they are passing 


through to-day. 
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Then again, in reference to the discussions that 
have taken place in London in the last few wecks and the 
comments that have been made upen them, there has been 
running through them all an insistence that it is part 
of modern national machinery to have a central bank which 
will have the general control of credit and currency. 

THE CHAIRMAN: You must under -tend that we have 
had all these things before us. 

MR. FULTON These considerations came to my mind. 
There is a final consideration, and it is this, that with 
the control of currency through the one source, and with 
the ability of the Dominion government to pump if neces- 
sary & Further flow of cCurrarcy into the transactions of 
the Dominion of Canada according to its needs, it seems 
to me that a central bank is practically the only channel 
that can accomplish successfully that pan tiee ren purpose 
and secure thebest results, and so I have taken the 


liberty or had the temerity to place before you definitely 


what in my opinion would be a conservative Central Reserve 
tae of Canada that would best serve the national inter- 
ests. | 
| THE CHAIRMAN: There are one cr two cther names 

before us. 

MR. GEORGE HUSER: I was raised in Germany, sir. 
I was thrown on the world when I was a boy, and at the 
age of fifteen I lmnded in the United States. TI rode 
the ranch and we tore up that ground and raised wheat, 
I started to raise wheat twenty years ago. I went to see 
a banker who was kind enough to lend me the money to start 


with,and kind enough to charge me 14 per cent on fifty 
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ocnt wheat, and I paid him. I was ‘in the United States 
for twonty-five years and came away with a good taste in 
my mouth, as we say in the west. I have lived in the 
west and talk the western language. I have nothing 
against the United Staterc, I came up here because there 
was no chance for mysclf and wy boys there, my boys then 
being fourteen and fifteen years old. I have done busi- 
ness here for twenty-twoycars. I have three thousand 
acres in crop, forty-five miles northeast of herG. I am 
a Canadian citizen of which I am more proud than anything 
else. I give you my word of honcur I am not here to 
make a good fellow of myself at the bank. iL am here as 
a Canadian citizen because I think that everybody should 
have a fair hearing. I have been w°ising wheat for 
twonty-two years on a large scale, facing drought and 
hail and everything else, and I have never yet beenre+ 
fused accommodation by a bank. In my humble opinion we 
have the very best banking system right here in this 
country. - Go not lnoy shat 1 could G@efengd, 1a if a 
lawyer attacked ine on that subject but I consider that we 
are paying a decent rate of interest because while cay 
the United States werwere paying 12 and 14 per cent here 
we are paying 8 per cent and naturally that scems a 
reasonable rate after the other. Le here been through 
the mill as the saying is, come up the hard road and we 
have no kick against the manufacturers, the bankers or 
anybody elsc. 

THE CHATRMAN: Thank you ver, *.uch, and more power 
to your elbow if I may say so. 


MR. MALMBERG: I shall be glad, Mr. Chairman, to 
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answér any questions you like to ask mo, 

THE CHAIRMAN: We would rathor hear you if you 
have any Somplaints to make. 

MR. MALMBERG: As far a&’ the denks are concerned 
any éomplaint I have is only a minor one. I have always 
been treated a iene If I asked for credit and was 
entitled to it I have always got it. 

THER CHAIRMAN; Wo }aa your name on our list as 
someone who would put some rcorcsentations before us, but 
if you think the case has been adaquately covered by 
those who have preeeded you, we are content. 

We have had the advantage to-day of hearing the 
representatives of most of the bodies and as well many 
individuals representing the interests of agriculture. 

We have the advantage also of the presence here of 
representatives of some of the banks. They may have 
icarned quite a lot in the course of these proceedings 

and it is only right that they should in turn place before 
us any considerations they desire either by way of exposi- 
tion or observations that they have to make. May I ask 
who is here to speak for the banks? 

MR. J. B. CORBET (Superintendent, Alberta Branthes, 
Canadian Bank of Commerce): TI have associated with me, 
Sar pp aus Modest daisaid Ur: vaus, Riso Kilpatrick, 

THE CHATRMAN: I think you might most usefully 
help us if you deal with some of the points you have 
heard referred to in the course of the evidence to-day, 
but before we do that I understand you have a brief tl 
to put before us. 


MR. CORBET.: TI have a prepared addaréss: 
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To the Chairman and Members of the 


Roya Cimmission on Benking and Currency 


My Lord and Gentlemen ¢ 

lt. On be half of the chartered banks opera ting 
in Alberta we beg to extend to you a cordial welcome 
to the Province of Alberta and to offer our best co-oper- 
ation in carrying out the importm ¢ ccimission which hag 
been entrusted to Yue 

Le Prefacing a bricf review which we will attempt 
to give of the services rendered by the chartered banks 
to agriculture, commeree and industry in this Province, 
we venture to submit the fcilowing figures which may be 
of somo value in creating avicture of our physical and 
other conditions; 

Se The area of Alberta is approximately 255,000 
square miles, or 163 million acres, of which over 4 
million is covered by water. The length of the Province 
is 750 miles north of the International Boundary md its 
width varies from 180 miles in the south to 400 miles 
at the northern extremity. In area it ig more than 
twice as large as Great Britain and IPO BIT 

46 According to the Dominion census of dks Fea | 
the total population in that year was 731,605 or 2e87per 


total population in that yea was VOL, 
Square mile. The population was divided as follows: 


Rural 453 4097 
Urban i eon 
5. The estimated agricultural area ig 97 million 
acrese The total number of famrs in 1931 was 97,408 
(an increase of over 17% compared with 1921) covering 


qi acreage of almost 39 million acres (average size per 


Eo feo ey 
ty tied Wad ies or 


s 


farm 400. 15 acres) of which 172 million acres were 
improved (average acreage of improved land per farm 
182.55 acres). Tho value of farm property in 1931 was 
estimated at $916,000,000, m increase of 37e65% over 
192le (Tho 1931 figures are understood to include land, 
buildings, machinery and eqiipmont, and farm animals). 
6. Agriculture is the mogt importm +t industry of 
slberta. Its develepment has been from south to north; 
in the 1870's the rangShing industry +.s 2steblished in 
Southern Alberta, particularly in the area south of the 
Red Deer River. This area is mado up cf open prairie 
land except for the Western portion, which includes the 
focthills and the eastern slope of the mountains. It 
Decane fanous for its natural grasses, which cure on 
the stalk and provide excclicnt fodder for all classes 
of livestock. It is that is known as the "short grass 
country", the grass itself being collocuially described 
as "prairie wool". During the winter it also benefits 
by the prevalence of the Chinook winds fron the Pacific 
Coast, which frequently have the effect of ené ling 
renchers to winter their livestock in the open the year 
rounde Today in this area ranches have been replaced 
to a considerable extent by farms. Ncvortheless, the 
ranching industry remains an importm%t one. In the 
light of a number of years! experience it would appear 
that it was a mistake to throw open to farm settlement 
large sections of this renching area with a normally 
limited mnual rainratl, or where irrigation methods 
were not practicable, With the development of farming, 
wheat has become the major crop of Alberta, In 1906 the 


area in wheat in Alberta wag roughly 177,000 acres, while 
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in 1932 spring wheat was grown on an area of 8,200,000 
ACrESe 
Te According to figures published’ by the 
Agricultural Branch of the Dominion Bureau of Statistics 
the estimated gross annual agricultural revenue of 


Alberta for the years 1930 to 1932 inclusive was as 


follows: 

Field crops $110,284,000 $98,916,000 $83 331,000 
Farm animals 24,422,000 14,584,000 10,898, 000 
Wool, 250,000 228,000 - 195,000 


Dai ry products 17,676,000 163573, 000 14,661,000 
Fruits and veg- , 


etables £175,000 1,741,000 1,426,000 
Poultry and eggs 10,147,000 5» 885,000 4,115,000 
Fur farming 505,000 298,000 229,000 
Clover md grass 

seed 171,000 65,000 77,000 
Honey 99,000 923 000 44,000 


165,525,000 158,598,000 $114,976,000 
Se Ee 
Se The above figures illustrate the effect which the fall 
in the prices of farm prcecucts has had upon the 
farmer's incomes They do noty however, tell the 
entire story because the averezge productim of field 
crops in 1932 was appreciably larger than in the years 
1950 and 1931, eege the total yield of wheat in those years 
being 133, 136 and 172 millions of bushels respectivelye 
These variations w ere due mainly to climatic conditions, 
but the larger crops in 1931 and 1932 were par tly 
attributable to m increase in wheat acreage. | 
(We are appending a Statement showing the variations 
in the acreage, aggregate yield, yield per 2CP6, and 
the estimated value of the chief field products in 
Alberta for the 10 year period ending 1932,) 
9 The figures submitted will indicate that the 
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pursuit of agriculture is subject to a number of 
natural hazards which can reither be controlle d nor 
forecast. The annual precipitation is a factor 
of prime importance in the production of field crops 
and feed for livestock and it thorefore affects both 
the farmer and the rancher, It is subject in Alberta 
to such variations that crops may vary from practical 
failures to record yiclds on the same land from year 
to year, While there are fairly well defined arcas 
which are more subject to drought thm other districts, 
no part of the Province is entirely iree from thia 
hazard. In common with States of the American Union 
inthe Rocky Mountain area, Alberta also suffers in some 
years from a high percontage of loss by haile For 
instance, the Hail Insurnnce Board of Alberta fround that 
in the year 1927 the loss from hail was 17% of the risk 
insured md in 1923 13%; in 1929 the loss was eqal 
to the average for the preceding ll years, namely 
over 7 Harly frost can algo scriously damage or 
destroy a crop in a district where other conditions 
have been satisfactory. Particularly in dry ycoars soil 
drifting hag also occasioned serious damage, especially 


in areas where the land ig light or where cultivation 


10¢ .In addition to hazards of © climetic character, 
crops are also subject to damage by insects and other 
pests, eg. in the early part of the growing season the 
activities of cutworms may cause some damage, which varies 
from year to year. Gophers, m animal of the rodent 


family, moy also do considerable damage and in the last 
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the average priees have not met the cost of production 
and there is still uncertainty as to whether or not ‘the 
present vacillating whe-t market will rise to a point 
wnich will enable the marketing of this year's shat 
ebop at a profite In the mem timo the situation 
resents a serious financial problem Tariff revisions 
in the United States in 1930 had the effect of practi- 
cally Closing the American market to certain importmt 
Classes of our c¢ricultural products, and the export 
of wheat and livestock to the United States has become 
practically negligible. Prior to the enactment of 
the tariff law of 1930 1t had been the custom of the 
larger cattle ranchers for a period of yeers to ship 
their grass-fed cattle to the Chicago and other 
American markets, these cattle being purchased for 
finishing by feeders in the corn States, G.ge Illinois, 
Lowa, 6tc. Sines 1950.44 has been necessary for the catti,. 
men to find a fresh outles nd oe hag been done in the 
United Kingdom. Up to the present date this year it is 
estimated that more than 50,000 cattle will have 
been shipped from Canada to the United Kingdom, or double 
the volume exported to the United Kingdom, or double 
the volume exported to the United Kingdom in the game 
period last year, While this is an encouraging showing, ~ 
the fact remains that the export of cattle and indeed 
of other primary and manufactured products of Alberta 
to the United Kingdom is handicapped >y the long 
railway ha@ and heavy freight charges and, until 
recently, by the pronounced fluctuations in Sterling 


exchange and the disparity between the currencies of 
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year or two a plague of grasshoppers in the southern 
area has been a serious menace to the crops, the 
loss in some cases being as high as 50% 

Jl, With regard to tho livestock industry, the 
following figures regarding the estimated numbers and 
Values of farm livestock in alberta for the years 
1929 end 1932 are taken from a bulletin of the Dominion 


Bureau of Statistics under date of February 1933: 


1929 1932 

Yumber Val ue Number Value 
Horses 33,135 $35,568,000 726,010 $20, 528 » 000 
Milch cows S45,566 25,598,000 424,000 13,144,000 
Other cattle 944,454 45,928,000 799,600 13,593,000 


Total cattle, 1,290,000 71,526,000 1223,600 26,737,000 


Sheep 520,000 4,828,000 833,700 2,234,000 
Swine 770,253 11,211,000 1118,000 3,667,000 
123,133,000 52,966,000 


The dave figures indicate the increases or decreases 
Wiich have taken place in the number of animals under the 
various headings and also indicate the trend of prices 
for livestock as shown by the respective val uations. 

12. In addition to the natural hazerds to which 
reference has been made above, the farmers and ranchers 
of Alberta also face the problem of markets and prices, 
The price of agricultural products has experienced 
extreme fluctuations in the past 20 yearsf even recently 
daily fluctuations in the price of wheat on some days have 
exceeded 10% of its total value, These prices are 
established in the worla markets md c.% subiect to world 
conditions and also to fluctuationg in exchm ge quo- 


tations, In the last year or so it is claimed that 
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the two countries. For instance, the uncertainty in the 
exchange market has particularly aflccted the large 
packing houses in respect of the shipment of cured ham 
and bacon and other similar products to the United 


Kingdome 


The Ba ks! Service to Agriculture 
1Se In connection with Ho financing of the operations 
of Agrieulturisete, tt. 7¢ necessary for the Banks 
to keep in mind the limitations and requirements of 
the Bank ACte It might be stated briefly that the 
spirit and purpose of the Canadian Bmk Act is that the 
banking funds of the country should be used for the 
production and distributim of the natural products 
and the manufactures of the country. For instance, 
the Ba nks are expressly prohibited from landing 
directly or indirectly upon the sec Reoey il Lemos ar 
chattels. They are not prohibited, iswever, from taking 
security on lands or chattels as additional security 
for a debt already contracted to them. In the 
circumstances the goneral policy of the Banks is to 
make advances to farmers end ranchers to meet their 
legitimate operating expenses throughout the year on 
the understanding that such advances will be repaid 
from the proceeds of the sale of crops, livestock, and 
other products during the normal marketing periods 
Under the Bank Act a bank is expressly aithorized to: 
(a) Lend money to the owner, tenant, or 
occupier of land for the purchase of seed 
grain upon the security of a pledge in 


a form prescribed by the Jes by virtue 
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of which the bank acquires a first and 
proferential licn wpon tho seed grain 
purchased and upon the erop to be grown 
thercfromé 

(b) lend money to a farmer upon the 
security of his threshed grain grown upon the 
farme. 

(c) Lend money to a farncr md to my 
person engaged in stock raising upon the 
security of his livestock provided, however, 
that such security shall not include any 

livestock which is by any statutory enactment er 

exempt from seisvre under writs of executions 
The power under (a) while of value in exceptional 
cases, is not generally availed of for the reason 
that the average farmer follows the practice of 
reserving from his crop sufficient grain to provide 
seed for use in the following year. The power 
under clause (b) is also limited to the extent 
that the security can only be taken when the grain 
has been actually threshed; it is therefore not 
available in connection with aursnces for operating 
| expenses during the seeding, gr wing end harvesting 
periods. In the case of the average grain farmer 
the pover under clause (c) is aso of limited 
application, as generally speaking such a farmer's 
holdings of livestock apart from necessary work 
animals is,usually mite limited. This latter poweyz 
is, however, of value in connection with the business 
of raising livestock. It shald be noted that in all 
three cases the "goods" covered by the security remais 


in the possession of the borrower until solds 
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It is not therefore what might bo termed "independent 
security" and it is not always possible for a bank 

to control the disposition of the proceeds of a gale 
of the goods covered by such securities. 

14. In so a f° The average grain farmer is 
concerned his capital is as a rule represented largely 
by his land, buildings, farm SCquULpMent, UC... and his 
ability to liquidate the bank's advances rests mainly 
upon his production, If owing to climatic or other 
causes he csnnot produce a crop, of if his crop is 
not sufficiently profitable,he cannot Day a tail ass 
fixed charges such as taxes, mortgage IAVCPGST, CGC. 
and the liabilities incurred to cover his operating 
expenses, In such event it is urcvcelly incumbent 
upon his bank and his other creditors to carry him 
over to another season, and the bank having regard 
to its duty to protect the money of its depositors may 
require him to give such security as may be available 
for the “past’ debt™, "Te ‘such aetion ts required, 
such security would depend upon a number of factors, 
Chief of which will probably be the farmer's general 
financial position and the extent of his obligations, 
Such security for a "past debt usually takes the 
form of a mortgage upon lana and/or a chattel mort~ 
g9ge upon machinery, equipment and live stock. (In 
connection with Security by way of chattel mortgage, — 
the Bank Act since 30th June, 1923, stipulates that 
such chattel mortgage shall not 4) -indo any personal 
property which is by Statutory enactment cxempt from 


scizure under writs of execution, This stipulation 
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docs not apply to any other creditor who may take or 
hold chattcl mortgage security.) 

15. In addition to the requirements of the Bank 
Act it is necessary for the bank to take cognizance 
of certain statutory enactments cf the province which 
affect oredit and a creditor's .tzht to recover. For 
instance, under the Homesteads Exemptions Act the 
homestcad or home place of the debtor provided it 
does not comprise more than 160 acres in area, irres- 
pective of 2ts. Location or value, is exempt from 
seizure ‘by vartue of write of execution. The same 
Act also provides that certain personal asscts com= 
prising clothing, household effects, dairy utensils, 
food supplics, specified numbers of animals required 
for working the farm and subsistence of the family and 
certain implements, tools, etc., shall be exempt from 
seizure. The significance of the effect of this 
enactment upon the credit basis of a small farmer may 
be appreciated by stating that in 1926 according to a 
publication of the Provincial o¢7srnment (these 
being the latest official figures available) out of 
a total of 77,000 occupied farms almost 31,000 com-~ 
prised an acreage of 160 acres or lesse However, 
the right to claim exemption upon the home place also 
extends to every fernsr to the extent of 160 acres, 
whatever the size of hig farm, In 1926, 23,690 farms 
did not exceed 320 acres in extent, out of which 160 
acres would be exempt from seizure if used as the 


home place, There are also other provincial enactmen? 
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which must be considered, a synopsis of which will 

be submitted to the Commission in a Sscparate memoran~ 
dum. In referring to these enactments we should like 
to emphasize that they are not peculiar to the pro- 
vinee of Alberta; the Homestoada Exemptions Act was in 
force before the establishment of the province and is 
Closcly analagous to that of other western provinces; 
other cnactments have been passed for the purpose of 
meeting cmergent conditions and in many respects are 
Similar to legislation in the neighbouring provinces, 
We should therefore like it to be clearly understood 
that we are not in any sense discussing or critizing 
their propriety, but are merely pointing out that 
they are among the conditions which a prudent banker 
must recognize when dealing with the investment of 
the funds which have been entrsuted to him, 

LG FLO WL Le Be “pparent from what has been said 
above that when consiacering the question of making 
advances for operating Ehieh dee to a worthy farmer 
the banker is faced with a somewhat serious problem. 
Not being in a position to take security as a rule, 
he must obtain and analyze a statement of the farmer's 
affairs to ascertain what his position would be if the 
proposed advances were not paid at maturity an@ he 
must also take into consideration the farmer's record 
for integrity and his ability to cffect under normal 
conditions such production as wil! snable him to meet 
his fixed charges and his current LPabt Eres eey Lt 
must be remembered that the banks are no& the only 


credit agencics which serve the farmer, In respect of 
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his capital expenditures he often incurs obligations 
for the ee of his land, for buildings and other 
improvements, and for the purchase of equipment and 
implements, The vendors of such assets are in a 
position to obtain security upon the goods which are 
sold and other ereditors are in a position to take 
security at the time the credit is given, Figures 
which were submitted before the Agricultural Committec 
of the Alberta legislature in 1931 indicated that 
credits of large proportions had been extended to 
farmers by general merchants, farm machinery companies 
oll companies, fam implement and automobile dealers 
which were reported to be in a "frogentt condition, 

in addition to which evidence submitted onbehalf 

of mortgage loan organizations was to the effect 

that payments in arrears on wuch liabilities had 

shown a considerable increase, (Lbtis possible 

that the figures Submitted by some of these organiza~ 
tions will be submitted to your Commission.) 

17. It is evident that farmers as a whole incur~ 
red a heavy load of liabilities during the period of 
high prices for farm products wh. ch has to be repaid 
at present deflated prices, 

18. As a result of the conditions mentioned 
above, the banks have been obliged in a considerable 
number of cases to carry over either wholly or in part 
their advances from “© scason to another and it is 
inevitable that in many cases fresh credit to such 
farmers should be restricted and that there are many 


farmers whose burden of debt md fixed Charges is 
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such tyat they cannestablish no basis for CYGaTT 
without adequate security, which unfortunately 1s not 
usually available, Nevertheless we think it can be 
fairly stated that the banks have endeavoured to meet 
the situation by carrying over where necessary their 
farm debtors (taking such security for the "past 
debt" as was available where suc’. protection was con-~ 
Sidered expedient) with the object of giving their 
debtors covery Opportunity to work out of theiz 
extended position, In addition to this, new credits 
have been extended to farmers and ranchers and while 
we are not in a positicn to quote definite figures, 
we have sufficient info tton to justify the state- 
ment that during the ycar 1932 fresh advances of a 
substantial sum were made to such borrowers to the 
number of approximately 30,000, (It is our under- 
Standing that figures in this connection will be sub~ 
mitted to your Commission Sigeuhore.:) We think it 
is inevitable that in such conditions as we have 
outlined in many cases the bank would have no justi+ 
fic ation in extending credit friely7 to farmers who 
wee in an involved financial position end whose 
ability to repay had been Seriously “arrected.. At 
the same time it is noticeable that the demand from 
farmers for advances for current expenses has appre= 
Clably lessened, Sak Re probably partly due to 

the fact that expenses ¢ ©eration have been reduced 
(either because of necessity or because of the natural 
trend), and also partly to the fact that many farmers 


have retained out of their year's proceeds an amount 
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sufficient to enable them to carry on their opera-~ 
tions for the next season. The latter expedient 
has in a number of cases been adoptcd by arrangement 
with creditors. It can we think be confidently 
stated that in their ne day relations with their 
farmcr customers trc Usnks have not adopted any 
Severe - policy of pepe ction of ofedit. in. the 
nature of things and having regard to all the factors 
involved it has been necessary to consider each ine 
dividual case on its merits and in any worthy case 
where credit has been required for legitimate pure 
poses, it has been extended. in the case of those 
advances which it has been necessary either wholly 
or in part to carry over it has been found that the 
majority of the borrowers are contont to give ade~ 
quate security to the banks, to ~i.’.ch protection they 
recognize the banks in the interests of their de~ 
positors are justly entitled. 

19, With particular reference to the 
ranching industry, the fundamental conditions are somc~ 
what different. Owing to the tendency to mechaniza- 
tion of farming the industry of horse breeding has 
been under a partial eclipse for a number of years and 
it is not at present an important factor of the situae 
tion. The operations of the larger 
ranchers have to do with the breeding of cattle and 
sheepe As a rule their capital investments in rela« 
tion to their total assets are comparatively small, 
as in many cases the grazing lands are operated under 


lease and the main investment is . pecsonted by the 
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cattle or sheep, as the case may be. Under normal 
conditions advanees arc made by the banks to ranchers 
on the security of assignments of thcir live stock 
under segtian 88 of the Bank Act with an adequate 
margin in marketable value to protset tue bank against 
price fluctuations, The amounts of the advanees 
reqiired generally do not exéeed the value of the 
animals which a rancher intends to dispose of when 
they are in markotable condition. tls) .Laanes..to 
say that instances have rot oceurred where Lt chas 
been necessary to carry a rancher over from one 
scason to another, either because some unforeseen 
condition interferes with his abl ity, to sbinikeh 

his live stock for market or because of lack of 
demand or a severe drop in prices at the timc that 
his Ce ee ANG Lit to 861). Both market and price 
conditions for the past few years have not been fa~ 
vourable to the rancher but on ths whole we think it 
can be safely stated that his Pie 0. Si ns. 1 Ot, one 
which presents insuperable difficultics, Where 
because of special circumstances it has been consider- 
ed wise by the banks to take additional security upon 


fixed assets, no objections have been made, 


Distributing and Processing Establishments 
Secondary tc Agriculture 


£0. Linked with the services rendered by the 
banks to agriculture is the financing of companies 
and organizations which purchase, manufacture md 
distribute the produets of the farms ana ranches, 


The principal of these ave given below in the order 
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of their importance, viz. 

Line clevators 

Slaughtcring and Meat Packing 

Flour and Feed Mills 

el, The financing of the c.mpanies and organiza: 

tions which purchase the grains »roduccd by the far= 
mers is one of the most important financial opera- 
tions in this and the other western provinces. Thesc 
companies and organizations have a large investment 
in grain elevators end other storage facilities 
distributed throughout the province, as well as 
sufficient working capital to provide the banks with 
an adequate margin in the marketable value of the 
securities taken under sections 86 and 88 of the Bank 
Act by way of warehouse receipts, bills of lading and 
other shipping documents, and assignments of grain, 
with adequate insurance protection. Some of these 
tompanies and organizations fons their headquarters 
in Alberta, where their financi-l arrangements are 
made, but the main body of the wusiness is centred in 
Winnipeg, at which point the banking arrangements 
concerning their business in Alberta and the other 
“provinces are attended to. Tt isa customary con- 
dition that all purcueses of grain by a company stall 
from day to day be fully hedged by sales for future 
delivery on the Grain Exchangds to protect it 
against market fluctuations, The bank advances to 
such companies md organizations reach their peak 
during the periods the farmers are marketing their 
produce and ncermally begin to run off in the spring 


and carly summer, and ara repaid by 3lst August, 
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before tho now grain season begins. 

eee im addition to making wdirect advances, cthe 
banks act as paying agents by establishing at their 
country branches credits, gencrally limited to a 
Specified amount, per diem, ‘for tio encashment.of 
grain tickets and other documente for the purchase 
of or advances upon grain. This makes the distri- 
bution of funds comparatively easy and takes away 
from the companics the burden of supplying their 


agents with cash. 
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At the same time, to the farmer it means that as soon as 
he places his grain in a country ol: ’stor he may obtain rer 
money without delay, either by sale or by taking an advance 
from the company ypon his grain. The grain tickets and 
other documents cashed by the branch bank are forwardod to 
the centre where the company's head office is situated for 
redemption. The grain pirshased by the company becomes 
available as security for circet advances from the banks. 

25e In 1931 the gross value of the products of these 
establishments was nearly $10,500,000 (these being the 
latest official figures available), 

24. In May 1931 the gross ee of the product of thx 
mills was over $9,000,000. 

20e In respect of the establishments referred to in 
paragraphs 23 and 24 above, substantially the same method 
of financing their current roquircmonts is followed as in 
the case of the grain companies, suoj ct to such modifica- 
tions as the varying character of the products may impose. 
The banks! advances are represented by the product upon 
which their securities are taken under Sections 86 and 88 
of the Bank Act andare ropaid from the proceeds of sales 
in the ordinary course of ousiness. 

Mineral Production 
26. The total value of the mineral production of 


Alberta for the calendar year 1932 was as follows: 


Coal $13,441,193 
Natural Gas (well-head . ¢ 

cost) oy 20e 060 
Petroleum 2,654,533 
Miscellancous _1,086 , 047 


$21,143,853 
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27e This isthe mést important of our minoral 
industrics. The outmit for 1932 was 4,870,000 short tons, 


subdivided as follows: 


Domestic coal 2,576,800 short tons 
Bituminous 1,733,700 " tt 
Sub-bituminous Beg¢500, ." a 


The market for the coal produced in this province is 
found mainly in the prairie provinees, as owing to the long 
freight haul to the central provinces (Ontario and Quebec) 
it is difficult for it to compete profitably with the 
anthracite and bituminous coals imported from the United 
States and the United Kingdom, whilc »ecause of the 
advantages its competitors have througn the use of the 
water haul over the great lakes it must fight for its 
markot in Winnipeg and parts of Manitoba. Generally 
speaking, owing to price levels, the last coal season was 
not profitable to the co. sanies. As a rule the larger 
established companies are sufficiently capitalized and 
wherc direct bank advances are necessary they are normally 


for moderate anounts of a tomporary character at the 


beginning of the operating scason. The main service extend: 


ed by the banks to this industry consists of the discount- 
ing of accepted drafts representing sales of coal to 
dealers, with a usance of 30/60 days. 

®. Production of crude petroleum in 1932 was 
917,622 barrels, as compared with 1,455,195 barrels in 1921 
This output, the greater part of whis is naphtha from the 
Turner Valley fields near Calgary, is sot sufficient to 
supply the local refineries which import supplies of crude 


from the United States. Owing to its speculative characte» 
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drilling for petroleum is rct financed by the banks, 
Other Manufacturers and Commercial Business. / 

29. The gross value of the products of manufactur- 
ing establishments other than meat packing companies and 
flour mills mentioned in paragraphs Nos. 24 and 25 abovo 
was approximately $48,500,000 in 1951, which are the latest 
official figures available. Apart from petroleum products 
($8,000,000.) and buttor and cheese ($5,850,000.), such 
establishements are of local importane> only and do not 
present any problems peculiar to this vovince. Ag a rule, 
subject to the sufficiency of thoir financial position, they 
are financed for their curront requirements against security 
under Secs. 86 and or 88 of the Bank Act, with the necessary 
insurance protection, where such security can validly be 
taken. | | 

50. A considerable body of sredit is extended to 
well established and well managed wholesalers and distribut- 
ing houses of sound financial position, subject to the 
condition that the borrowor will have sufficient working 
capital in his business to enable him to liquidate hig 
liability to the bank in full at periodic intervals without 
increasing his other legitimate liabilities or incurring | 
fresh outside liabilities to do so, In many such cases 
the special securities permitted by Sec. 86 and 88 of the 
Bank Act cannot validly be taken but whoro available and 
expedient security is taken by way of hypothecation of 
stocks and bonds and or trade acceptances and or of assign- 
ments of accounts receivable. Tho practice is also foliow- 
ed to some cxtent of discousting for commercial houses the 


trade accentances of their customors, subject to the proviso 
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that the usance of such paper will be within the torm of 
an ordinary commercial credit and that it is of good 
quality. 

Sl. Credit is also extended to rotail merchants of 
sound financial position to enable them to take their cash 
discounts from the supply houses. In many cases,particularly 
under the conditions of the past few years, the rotailers 
take considorable crovit ficn the supply houses and where 
this condition exists crouit. if extended, is limited to 
moderate amounts, for short periods, whore the source of 
repayment is assured. 

As indicated in paragraph No. 30, credit is extended 
indirectly to retailors by the discounting of the trade 
paper given by them to wholesalers. 

Conclusion 

52. Preliminary estimatos for the principle grain 
crops for 1933 indicate a field cqual to about 61% of the 
long-time average, this situation bein: due rainly to the 
lack of rain in the southern and east central districts, 
where the wheat acerage is most concentrated, and too 
unfavourable climatic conditions elsewhere. It is hoped 
‘that the recent increase in the market prices for grains 
and other market products <.\11 offset this situation to 
Some extent, although the benefit of such increase in 
districts whore tho crop is poor will obviously be negligible 
Dependent as all other businoss is upon the prosperity of 
agriculture, the outlook for « general improvement is not 
encouraging. Moreover, our exportable commoditics are 
composed mainly of primary and secondary products of 


agriculture, which arc subjcet to world prices and the 
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handicap of distance. It is unfortunate that the people 
of this province were not exempt from the wave of 
speculation which a few years ago prevailed on the 
North American continent andt hat an -»preciable portion 
of the new wealth created in the years 1925 and 1929 was 
lost which might otherwise have been used to ease the 
burden of debt contracted in years of greater production 
and higher prices. 

55- In closing may we be permitted to quote a brief 
human document written from the personal experience of onc 
of our number. It reads as follows:;- 

"In 1889, forty-four years ago, when I was attached 

to the Imperial Bank of Canada at Calgary there were 

only two shatehed banks in the Province of Alberta - 
the Bank of Montreal,the Imperial Bank of Canada - 
both being located in Calgary. The population of 

Calgarywas about 800. To-day it has a population of 

approximately 80,000, and is the principal commercial 

city of Alberta with branches of seven chartered 
banks. When I opened the branch of the Imperial 

Benk of Canada in 1891 in Edmonton - forty-two years 

er ~ it was only a hamlet, later incorporated as 

a town and later as a city. This was the only branch 

of a chartered branch b«tween Calgary and the Arctic 

Occan. The population was about 400. To-day there 

are cight branches of chartered banks in Edmonton and 


a number of sub-branches, 


Throughout thé province villages and towns have 


sprung up and the chartered banks have located 
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"branches in tho various towns and Villages, cator- 
ing to the business of communities, rincipally 
farmers, To-day there are 246 branches of chartered 
banks in Alberta, The population of the Province of 
Alberta has grown from 15,000 in 1891 to approximat- 
ely 730,000 to-day. There is no doubt that the banks, 
through the working of the Canadian Benk Act, have 
helped materially to build up tho Province of Alberta; 
without the excellent banking facilities which the 
banks are able to offer the Province of Alberta could 


not have grown as it has done," 


With en expression o* the hope that it may be of 
assistance to you in ‘your col! .crations, the above is 
respectfully submitted, 

| (Signed) J. B. Corbet 
(Signed) Geo. R. F, Kirkpatrick 


(Signed) H. W. Menzies. 
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THE CHAIRM:N: I think yo might uscrully help us 
if you will with somo noints that you have heard referred 
tc in the eourse of the evidenee to-day. Your brief 


Ve 


was preparcd befcre the evidenee was given, but there 


might be points that you Lieve heard to-day cn which you 


would Like to comment. Lt a e°ontirely<in your Hands, 

MR. CORBET’: It is a little difficult to cover 
all the points that have been brought up in the evidence 
te-day but I should be glad to answer any questions that 
are aSked, and if you will permit me I can desl with a 
few points that I have made a note of, 

THE CHALTRMAN: I wish you would. 

MR. CORBET : Then later I shell be prepured to 
answer any questions, 

There was one point which I discovered your 
Lordship was interested in and that was the usance of 
notes, At the risk of being a little discursive I must 
say that the rulcs une regulations regarding banking in 
Cahada are not made by the vanks primarily but by the 
parliament of Cenada in the Canadian Bank Act, That lays 
down the terms and conditions and we endeavour to comply 
with them and to apply them in a practical way. 

I might bricfly state that the whole spirit and 
purpose of the Bunk Act is that the banking funds of the 

country shall be kept in a liquid position and uscd for the 
production and distribution of the naturel produets and 
manufactures of Canade. We are atrictly prohibited from 
lending money either direetly or ine rsetl; on the security 


of lands or chattels, 
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the banking system, and incidental ly apparently against 
some bankers, have come from farmers, The average 

Srain farmer and particularly those who has Mr. Henderson 
Said, devote thomsclves cntirely to the production of 
small grains hes no security to give the bank at all at 
the time the 1dan a. made. He has no property that 

can be hypothecatea to the bank Eee tat fe He may have 

a big farm worth a Considerable ameunt cf money, but he 
cannot hypothecate that to rye bank as Security for a 
loan. | 

| THE CHAIRMAN: In addition to that the bank tg 
pronivitea from making loang aplying to production pur- 
a SO 10,18 limited ks oc vaencing money for legitimate 
Operating costs, Bo you make advances on personal credit: 

MR. CORBET : Wo make a great many on nothing but 
the unsupported note of the borrower, 

THE CHAIRMAN: If a man appears likely to make 
§00d he can get an advance on his own Personal security, 
can he? 

MR. CORBET ; Very largely, and particularly in 
regard to farmers Chai ei pine case, 

THE CHAIRMAN: I do not know We" Chor sou have any 
Statistics of the amount you have loaned on personal 
credit without security in recent times, 

MR. CORBET ; No, I have not, ana under our system 
of course our banking poosrts areé all published ang: 
submitted to the S0vernment. So it is very difficult to 
Set fisures from official sources Pogarding loans that 
are made in each individugt provinte, 
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western subsection of tho Canadian Bankers! Assceintion 
has its isd qudr ters in Winnipeg ahd that they arc 
gathering informaticnwhich will cover the three pro- 
vinees, beecauso Manitoba, Seskat shewan and Alberta are 
to a large @xtent an egsonomic entity. 

THE CHAIRMAN: We must address questions of that 
sort to Winnipeg when we get therc, 

MR. CORBET: Roughly spesking I woulda Say that 
normally, and particularly in regard to our farming 
business, wo do at least seventy-five opr cighty per cent 
cf our advances from the unsupported note of the borrower, 
In consequente of the limitations plreccd upon us in ree 
gard to taking security and the fact thet very few far. 
mer$ have built a reserve in the way of stoeks and bonds 
or securities that enn be hypotheeated legally we have 
to make advances on tho Sencral standing of the borrower. 
The proeedure is this: Wo teke the mants Statement, and 
as Yar ae {ss humanly possible we size him up both ag to 
his credit and as to his capability, the latter being 
probably just as important as the former from the banker's 
“point of view and, aber satisfactory lend him moncy for hig 
operating CxXpenses, to ve beld off when he has completed 
his operations ang taken off hig erop. 

THE CHAIRMAN: On thet point wo have had some 
Evidence that the advances are made for too short a period. 

MR. CORBET : That is precisely the Polnt I wes 
les ding up Uo, making an unsecured advenge to any person 
with the understanding that repayment @f ‘the loan Will not 
be made until the product has been produeed and sold. 


That puts the bank in thc Dosition that it has no Control 
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over tho borrower the minutes he walks out of the bank 
with the moncy inhis nceckot. Human nature being what it 
is, ond this is a point thet comes up very frequently, 
we Lind that before the date of payment comes around 
our client or our customer or our debtor proceeds to 
incur other liabilities, often giving security for them 
because private individuals and many corporations are not 
debarred as is the bank from taking certain classes of 
security, and then at the end of the season when the pro- 
cweds from the sale of his live stoek or other produce is 
available we find that other peoplo have a charge that 
ranks ahead of ours, and there is r+ chough to go round 
amongst all his ercditors and we arc left nolding the bag. 
The only way in whieh we can protect ourselves is that , 
having decided to take the risk, we make our notes with 
& usanee of thres mnth:, so that when the note is renewed 
there is an opportunity fr the bank to consider the 
Situation afresh and if they Pind that perhaps for reasons 
which are beyond the borrower's control or mainly tome ayek 
ae financial position has changed by incurring other large 
liabilities or giving other people securitics, for instance 
nomenon have the right under the provisioms of the Bank Act 
to take security for the past advance. 
HON. MR. BROWNLEE; But if he has given security. 
MR. CORBET.: He does not give security when he 
gets the loan. We have to take what addictonal security 
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HON. MR. BROVNLEE: There is a law in this vrovince 
Which hus extended th: tim. for setting aside pro- 
vineial assignments. Hov 15 vou still justify that 
practice? 

MRi CORBET: Presuming that we take advantage of 
that legislation, there is only one way we can do it, 
and that is to attack it in court, and if we attack it 
in court there is nothing to prevent our client from 
putting himself under the Debt Adjustment Act which 
would completely tie our hands and the hands of every- 
body else. 

HON. MR. BROWNLEE: You would r.t attack him at all 
so far as the provincial assignment is concerned? 

MR. CORBET: The information we get from our 
solicitors is that any farmer can come under the Debt 
Adjustment Act and have a certificate issued. It is 
not a orovineial sccurii,. There is no law in this 
provinee that protects a man ‘ho has already made a 
loan to an individual. If we were compelled to do that, 
not only the bank but the unfortunate farmer would be 
subjected to a very heavy expense to start with and to 
terrible delays because the administration of law in 
this province is slow. I am not criticizing its ad- 
ministration when I say that; I am simply mentioning a 
fact. 

THE CHAIRMAN: If your purpor. is to keep yourself 
in touch with your customers so ths? vou tiight have the 
opportunity of reviewing their position av short inter- 
vals --the farmer apparently complains that it is done 
not mercly for the purpose of reconsidering his position 
but ho finds himseli + Gh an accumulation of interest 


when he renews. It is imply a case of reviewing his 
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position, finding that he is unencumbcored and then 
everything is as it was three days eo) 

MR. CORBET: There may be specific cases where 
the loan is made for thirty days but in practice the 
practice is ninety days and vory oLten inthe case’ or ao 
well established man whose reliability is. beyond question 
it may be for five or six =othse It all depends, 

THE CHAIRMAN: The complaint seems to have been 
largely that interest is added and compounded A, these 
renewal periods. I should have thought that the’ sum 
involved was very minute indeed and that it was hardly 
worth while to collect the gleanings. 

MAS CORBET SE Te gs really a bagatelle so far 
as the individual is coneerned, 

THE CHAIRMAN: It seems to be a source of griev- 
ances 

MR. CORBET: But in the ageregesce it is of some 
value to the bank. When I tell you that-for the Last 
two years at least from fifty to seventy-five per cent 
of the country branch banks in Alberta have been running 
with an actual overhead lcss, apart from our losses 
through’ ie Ba siMoeM Guerin caste -Sahwl ae peeraa eh inee what 
sScems 4 small matter to the individual may in the 
aggregate amount to something substantial to the bank and 
then it must be remembered that the bank rates in these 
western provinces for a great many years have not exceeded 
the rate given on a first mortgage and that supplies the 
bank services as well. I would &0°s0 far -as to say that 
any community would be very fortunate to have a bank even 


if it did not loan a dollar to the inhabitants of that 
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community. From a practical Staridpoint there is no 
doubt that we must keep ourselves ina position where 

we can periodically review the position of our borrowers 
So that in the event of anything affecting the position 
of a borrower as éo¥ipared with the time when he got the 
loan we can protect ourselves becaurs ve have to meet 
our obligations on demahd in full. 

SIR CHARLES ADDIS: When these notes are renewed 
is a demand made for interest? 

MR. CORBET: We do try to get interest, but we 
are usually met with the scatement, "Oh well, let it go 
until Z am ready to pay you off," 

SIR CHARLES ADDIS: If the note ran for a year 
the question of compound would still arise? 

MR. CORBET: Exactly. We find that it is aiffi- 
cult to get farmers, and we have the same trouble with 
business people in the cities, to pay the interest when 
renewing a note, 

HON. MR. BROWNLEE: How can the farmer be expected 
to pay interest? 

MR. CORBET: He is not expectsc to do anything of 
the kind, 

HON. MR. BROWNLEE: The whole question of repayment 
at the end of the short term would not come up? 

MR. CORBET: Repaynont of principal? 

HON. MR. BROWNLEE: Wo, of interest, 

MR. CORBET: Except perhaps under very extreme 
circumstances, a complete drought or crop failure, should 
not every farmer have some little side line that will 


bring him in pocket money and be a source of ineome? 
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HON. MR. BROWNLEE: Knowing conditions in the 
province during the last two years as you do, what side 
lines do you think a farmer ig able to have? 

MR. CORBET : I do not know, but we cannot dis- 
cuss this question on the basis entirely of the exper 
ience of one or two yearse 

HON. MR. BROWNLEER: But surely we have to discusa 
it to some extent on the basis of what & man ean reason- 
ably do. 

MR. CORBET:: If the Customer says he does not 
eare to pay the interest .r cannot pay it we carry it on. 

HON. MR. BROWNLEE: fut compound the interest? 

MR. CORBET. ; Exactly. AS a matter of fact I 
think that in other countries, Scotland particularly, to 
whose system our banking system closely corresponds, 
there is the practice of discounting notes, and if they 
are renewed of rediseounting them. 

THE CHAIRMAN: As I understand the complaint it is 
that the term is too short to allow a man to get the reg. 
benefit of the loan for the purpose f.. which he ts seeking 
cae i ve He is borrowing it in order that he might be 4n 
funds: to repay you after a certain interval. Neverthee 
less, althoughyou both knew athat at the time of maturity 
his farming operations would not have been campleted to 
the point of putting hin i> ?Pundsg you take his note for a 
Shorter period, and you say you Co it so that you can 
review his positionin the interval. That does not seem 
to be a very G00d reason for Compounding interest, Lt 
may be a reason for inquiring into his position and, if 


he has done anything to weaken it, a reason for following 
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him and making him pay. But it does not seem to be a 
very good reason for adding interim interest on bhe 
capital. That is the whole DOT te Lets not a very 
large point but it has caused a good deal of annoyance 
and the question is,ig it worth it? 

MR. CORBET : 1 do not think there is anything 
unfair about it, if amon, for instance, borrowed hig 
money and let it run for: tucive t‘ronths and renewed four 
times within a year it amounts to slightly less than m 
addition of one=half of one per cent, When a farmer 
wishes to borrow from a bank he talks his position over 
with the manager and they oa to some agreement as to 
what he will need until he tan market his product. He 
does not borrow that sum aol at sone < We will assume | 
for the sake of convenience that it ig $1,000 he wan tse 
He borrows $200, we will say, in conneetion with hig 
seeding operations. Then he wants an cdditional gum to 
enable him to cerry out his summer fal lowing.. Later on 
he reqiires money for harvesting and threshing CXPENSEM« 
He does not pay this interest for the entire VORP. 7 Ii 
fact. eee te Ca capable man and can clean up his loans 
every year the average rate of interest on the totaz 
amount borrowed would be very much less than eight or 


Gight and a half ber cent, or whatever it may be. 


(Page 990 follows) 
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COMMISSIONER LEMAN: Tg there much difference, Mr, 
Corbet? Is 1% & Gomnor, “’actice, compounding interest? 
MR. GORBET? tt works out about the same: it works 
out at about the same; that is, we are in Canada banks of 
discount, and we are authorized by the Bank Aét t6 charge 
discount, and discount means the paying of interest in 
advancé. P 
COMMISSIONER LEMAN: Does not the amount withdraw 
from the capital represent the discount? Is that not earne 
from the very day oh which it is issued? 
MR. CORBET: Oh yes, undcoubt« liv, but I have 
no wish to bring any other Organization into this diseuss- 
ion, but I think as a general rule in most countries -- 
I know it prevails in Eastern Canada ~ that it is consider- 
ed that the loaner of short-term funds, such as a Canadian 
bank must be under our Reok Act, is entitled to one or two 
per cent. more than the losnor on a first mortgage, which 
is supposed to be a first charge on the property covered, 
In loaning here, our rate for many years has béen 
Clght per cent. When we reduced our rate of interest 
On savings bank deposits from threc per cent to two ana 
one-half per cent. the farmer was immediately given the 
benofit of one-half of onc por cent., and theh within two 
weoks it was decided that wo would make his rate seven 
per cent. 
HON. MR. BROWNLEE: Do you thin’ that as a matter 
of principle, short-torm moncy should bring tho same 
rate as long terms? 
MR. CORBET: It should bring a bettor rato. 


HON. MR. BROWNLER: What about call loans? 
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Me CORBET’: A e8]) Loah is a: eall Loan. 
¥y 


it after twelve, they have witil twelve o'clock the next 
day to pay it. That is a call loex, There are no 
call loans in Alberta. 

HON. MR. BROWNLEE: How do you justify the fact 
that you give eredit to Q manufaeturing concern or other 
business es.at a lower rate of interest, and do not extend 
the same principle to the fermer, 

MR. CORBET. : Becuise we get other compensating 
oarnings fromthe manufacturing businesse We get 
& great deal of exchange. They usually keep a very 
satisfactory balance in their current account, and the 
amount of labour invoived in handling their business is 
very much less proportionately. It is as easy to loan 
a good man, who can give you valid security under the 
Bank Act $1,000 - it can be done as quickly as making a 
doan of a hundred dollars to a farmer, who is not capable 
of bringing in a statement which can vc relied on of 
his affairs. The amount of work involved in handling 
a branch in Alberta with farmers! loans running up to 
two or three hundreds of thousand dollars is far greater 
than handling tusiness in a town of Ontarion which is 
largely monufacturing; tho number of borrowers is ten 
or fiftcen times as great, ana on the theory that the 
labourer is worthy ©f his bire, I do not think that the 
bank charge is unreasonablos 

HOt. MR. BROWNLEHE; Is it not a fact, Mr. Cormet:, 
that all over this crovinea and clsewhere in Canada there 


are thousands of farmers who’ give the banks as little 
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il 


trouble as business MoM, ana yet they bay cight por cent, 


MN. CONBRY + ¥ y uv goneral experience with 
Parmors is that they - ovan the good ones « are very 
negligent about attonding to thoip business. They 
very often will lot their notus go by, and we have to 
make a return to the Governmont of past-due debts, 
which aro published under the invidious title of "Over= 
duc debts", and wo like to koop them down as well as we 
cane 
Tt is also peculiar but the more sure a man 
is of his standing at the bank, the less careful he is 
to attend to these taings as they fall “ne 
THE CHAIRMAN: I was rathor interostoa in the 


absence of fluctuations in your ratos of interze 


ct 


Corbet. 

Mi. CORBET : It has boon the policy of the banks 
in Canada to endeavour to “2intain stable rates, and 
for years we have paid three per cent. on our Savings 
bank deposits through good and bad YVCars. There have 
been occasions when the rate of three per cent, on 
deposit which were withdrawable on demand _- as you know, 
the law says we must have soven days! notisee before 
savings bank deposits ean be withdraw, but that is never 
entered ~ & devositor can withdraw his money at any 
time on demand, and there have been times when three 
per cents was too high a rate of inter ort. 

THE CHu.IR MAN: L am thinking of the interest 
ere. 

MRs CORBET ; In. order to pay three per conte 
to our creditors, we have been cbliged to maintain 


ea stable rate to our borrovers. 
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THE CHAIRMAN: I should have thought the 
rate charged to the customer would depend very much 
on his security. If he had good security he gould get 
very favourable terms, but your terms vi ry. ft gather 
you charge the same rate to thé man who offers quite 
adequate security, as to the other? 

MR. CORBET: No, that is not the ¢&sé6. 

WHE CHAIRMAN: Your rates do vary accordingly? 


~ 


MRs CORBET S Ves. 


Te 


THE GHATRMAN? I understand it was at first 
eight per cernt., and is now seven per cent. 

MR. GORBET: Yes. We have a countryman 
of yours living at Red Deer, who prefers rather than 
Giving security, the special kind of security he is 
able to give on his live stock - he prefers to pledge 
government securities, and he gets the advantage of 
one per cent. But of course the difference between 
banking and what you might call "loanin zs money" has 
to be taken into consideration, If you vont im te 
a bank and proffered Dominion Government sccurities 
as security for a loan, and you were merely a casual 
customer, a man who only used the banks when it suited 
his convenience to borrow money, a man who never loaned 
any money to the bank, and did not keep an account 
there, you would not consider that he would be entitled 
to as good a rate as the man who did business with 
you year in and year out. We are not money lenders; 
we are bankers, and we give very many privileges to 
the public--- 

HON. MR.. BROWNLEE: One man said he was 


getting money at six per cent. without any government. 
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Security. 

MR. CORBET: I taiak that was provincial govern- 
mente AS a matter OF Lae oe miay have been a little of 
both the Dominion ana thé Provincial, tt probably is, 
Apparently he ig quite satisfied, ) 

THE CHATRMANs I should think both parties would 
be. : | 

MR. CORBET? Now, with regard to the question of 
twine. . 

SIR .THOMAS WHITE: Just let me interrupt you for 
a moment. ‘What beaning, in your opinion, has the number 
of branches in a bank and their overnsad eost in Alberta 
or the West, upon the \pabe of interes. charced by the bank? 
You ee che have an extensive branch bank system throughout 
the whole of the west} at some points you have a consider- 
able volume of business, and at others not so much; you 
might have two or three benks where possibly one might 
Serve; what bearing has al? that upon the question of 
interest rates which you ultimatcly charge? 

MR. CORBET: It does not affect it, Sir Thomas, 

SIR THOMAS WHITE: It does not affect Lt? 

MR. GORBET; No. I suppose in any other business 
if there are three establishments, competing with one 
another, it would reaet to the benefit of the people 
living in the community, because there probably would 
be a cut in prices, but not in a community where there 
was only one establishment, Say, one gs eral store, 
where the owner might take advantage of the fact that 
people would have to travel a considerable distanee to 


trade with a tompetitor, and he might put a little intrease 
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on his prices. We have figured out to take advantage 
of such a circumstance is hardly equitable, | 

SIR THOMAS WHITE: TI do not think you understand 
me at all. We have complaints in British Columbia, 
and we now have them in Alberta, and wo undoubtedly will 
have them in Saskatchewan and Manitobs, and I had them 
twenty years ago when I was revising the Bank Act, that 
the rates of interest were too high. There are certain 
factors which govern rates of interest. Why would you say 
that the rates of interest were higher in the West? Is 
it because to a certain extent you only have a certain 
volume of business in certain branches and want to show 
a profit there, that the rates of interest have to be 
higher here than in the Hast, or have we too many branches 
in competition with each other through the West, because 
the consuming public have to bear the expense of working 
out the systeme 

MR. CORBET: Undoubtedly. The reason why the rates 
are higher in the West than in the Fast is undoubtedly due 
to the fact that there are not the reserves of capital 
here. Until very recent years the loans by tie banks in 
the three western provinces far exceeded the deposits 
they were able to gather up in those provinces. And in 
Strictly farming communities the deposits are not good. 
Our big deposits in Alberta come from the cities and 
industrial points,» 

SIR THOMAS WHITE: Another factor bearing on 
the interest rates ~ 

MR. CORBET: And the general run of expenses 


has been higher, 
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SIR THOMAS WHITE: fnothor mode of approach 
is the supply of moneys Is there any shortage of ercdit 
in the banks? What I mean to say is, supposing a 
man comes in and you are satisfied with his security; 
is there any shortage of money to-day in the chartered 
banks of Canada to meet that situation? 

MR. CORBH!:: There is no shortage. 

SIR THOMAS WHITE: Are you anvyinus to make loans 
or not? } 
MReCORBET ; Wo are anxious to make loanse 

Our statements, as woll as the statements of all the 
banks show that our sccurity assets are greater this 
year then they have ever beon before. IT think the last 
bank statement showed that, up to the 30th of June, 1953. 
Those securitics were only bought because the bank must 
find some profitable way to invest the money rather than 
let EG ite Idle. 

THE CHAIRMAN; Is that not the experience of 
all the banks, that they cannot get the money out; 
they would lot it out if they had the opportunity 
of doaning it profitably. . 

| MR. CORBET : Yes, my Lord, %.t there is another 

point about that; for instance, we found for the last 
two years our grain purchasing company - line elevator 
companies : have only been borrowing one-third of what 
they did in 1928 and 1929. © | 

STR THOMAS WiT?T™: You will find that is so 
all OVCrs 

MR. OORBET' ; Because they could buy three times 


the amount of grain for a dollary and that has affected 
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the banks in that way, and also in another way. We 
act as buying agents for the clevator company, by cashing 
the grain tickets, When a farmer hauls his grain to 
the elevator he is givon what is known as a "grain ticket", 
and if it is a cash ticket, it is prescunted to the bank 
under this arrangement with the head «fice cf the Company, 
to the branch of the bank whore the hcad offies of the 
Company is, and that is cashed@ immediately by the bank 
and forwarded back to Calgary or Winnipeg, as the case 
may be, for redemption, with a charge of one dollars 
and twenty-five cents, rar ono thousand dollars for the 
labour involved, because tho handling of these tickets 
is,particularly during the busy grain season, quite a 
chore, as we Saye 
Take our branches as a whole; we handle millions 
of these tickets, because a man gets a ticket for each 
load of grain he hauls in; they do not wait until all 
the grain is hauled in, but they give him a ticket for 
each load, and our carnings to that extent have elgo 
been cut in three, . Onhe 
SIR THOMAS WHITE: Is there any way, as far 
as you know, by which you could get a more effectual 
Dien te aa ae desirable, for advances made for seed 
grain and binder twine? “hat seems to be a live question, 
and it touches the whole question of production in the 
West, bocause the farmers must have seed grain and binder 
twine, and a great many of them have no security to 
offer. Prices are low and there is a considerable 
amount of uncertainty about the future," end] well realise 
that the banker might hesitate to take the risk, because 


he does not want to lend the money unless he is reasonably 
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certain cf getting it back. Is there any way you can 
Suggest, either through governmental guarantee, or 

the setting up of some boards which would act under 
governmental guarantee, which would ereble the farmer 

to get the necessary advances for seed corn and binder 
twine where his credit might not otherwise be sufficient? 
How far do you say, as a banker, the banks should go with 
regard to that? I suppose it would be too harsh to 

say that you look at at scloly in a cold-blooded business 
way? We have had the retailcrs my that the humanitarian 
aspect appeals to them to a certain extent; what do you 
think about the bankers with regard to the seed grain and 
binder twine? Is there anything they can do which they 
have not done on account of the risks involved? Is there 
anything you can suggest which would help us, because it 
does seem to be a very vital and fundamental problem. 

MR. CORBET: There does not seem to be any way 
except to take as security the commoditiss whieh remain 
in the possession of the borrowers, arn as his lordship 
said this morning, that is rather a pecuiiar situation. 

SIR THOMAS WHITE: I endeavoured to Bive some 
liens during the war period, with the idea of facilitating 
credit operations on the pert of the farmers? How 
far have these been helpful’ To some extent? 

MR. CORBET: It was the result of your action, 
Sir Thomas, that the banks were given power to advance 
money to the farmers for the purpose of seed grain, 
under the wording of the Bank Act, that those loans 


became a first preferential lien upon the seed grain 
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purchased and upon the crop grown therefrom. 

The weakness of the thing is that the ¢rop is 
not in any sense under the control of the bank, and numero: 
instantes have occurred where having made the advance to 
buy the seed grain, even in cases wour > the crop has been 
fairly substantial, the bank has not got a dollar, and 
once the grain is moved off the farm the bank's lien 
disappears. It is simply a moral obligation and does 
not pay better in the last analysis than the promise of 
the man to pay from the first proceeds of his farms 

STR THOMAS WHITE: I remember a leading banker 
in Montreal saying to me at the time, "It is all right 
to put it on the Statute book, but we must eonsider the 
moral risk of the customer, because we do not want to 
sell out under a chattel mortgage"; nevertheless, we 
put it on. I do not know whether it is on the books today 
or not - the chattel mortgage legislation. 

MR. CORBET: No, it was at first at the request 
of some of the farmer organizations that the bank should 
be given some power to loan money on she security of 
live stock, and they took the stand that th. security 
should take the form which complied with the Provincial 
law, and the only way it could be done was by way of 
chapter mortgage. That is a very cumbersome and 
expensive arrangemente 

HON. MR. BROWNLEE: bo you remember the year 
that was passed?, 

MR. CORBET: I am afraid q ao Noe), Nive Brownlee, 
but it was perore the famous “Cow Bill". It was passed 
as a result of a resolution passed by the United Farmers 


of Alberta ‘at a Convention in Calgary, the sponsor ors 
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fhe resolution being a Mr. -- 

SIR THOMAS WHITE; Brown? 

MR. CORBET: No, a Mr. Dunham, now the clerk of the 
Court at Lethbridge. 

Now, the question abuut taking security under 
section 88 of the Bank Act is peculiar, because it allows 
the security and the control of the security to remain 
in the hands of the borrowers. 

SIR THOMAS WHITE: Still, in many cases that would 
be perfectly good. The borrowers would be very desirous 
of living up to their obligations if they understood it. 

MR. CORBET: As far as our manufacturing business 
goes it has been very helpful indeed. There is no 
question but what it has worked very well, but I would 
say that the ne reentage of the cases where the bank does 
not get the benefit of the security amongst agricul- 
turalists is fairly large. We may get part of it, but 
we do not get all that is payable under our security. 

SIR THOMAS ‘HIT™; Have you made any suggestion 
in there which will help ua. ic help the people? 

MR. CORBET: In view of the banking history of 
the world since the war 1 would very much hesitate to 
recommend that the Canadian banks should be given the 
power that the State banks have in the United states 
and also the national banks, to loan money upon 
mortgages. 

You will probably know from your own reading of 
the Canadian banking history that shortly before Sir 


Franeis Hincks assumed control, bef. ° Confederation, 
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one of the banks in Eastorn Canada failed, and at the 
time of its failuro it was found to havo mortgages 
on lands in every county in which it did business 
in the Province of what is now Ontario, and one has only 
to recall what happonod to the banks of Australia in 
the early nineties to sco the dangor of allowing the 
bankers to loan the money which must bo paid on demand, 
entrusted to them by other poople, thrifty hard-working 
people in the country, on sccurity which is not readily 
realisable. 

SIR THOMAS WHITE: Is there any organization here 
operating under government auspices - 

MR. @ORBET: Yes, we have had that for years; 
we have the Co-operative Credit Act. 

SIR THOMAS WHITE: How does it work out in 
practice? -DoO not. gosinto details, bub toll mo, has it, been 
effectual or not? Has it boon helpful or not? 

MR. CORBET: To bo porfoctly frank I do not think 
it is helpful. We have had two very large societies liquida 
ed at a considerable oxpense. The loans made to these 
Co-operative Crodit Socictios aro supported by the guarantee 
of the Province of Alberta. To give you an indication of 
how they trust the farmers, they take liens on cverything he 
possesses, and those lions apply not only to the crop in 
respect of which the loan was made in tho present year, 
but if it is«met ropadds Pt) continues: to be,.a Liem. on, the 


crops of all succeeding yoars until the lien is paid. 
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Now, speaking purely as a citizen of Alberta 
that is quite proper, because I do not think the government « 
should guarantce anything whieh is not tied up as tight 
28 it is possibke to make it, 

SIR THOMAS WHITER: Except possibly largely 
in the general interes’ at a time like this, where there is 
so much acute suffering, the governmiené may take risks 
and even incur losses that would not be possibile or 
practicable to privately owned coneerns? That is often 
donee 

MK. CORBET : Oh yes; I quite agree with that. 

SIR THOMAS WHITE: That is, with the very precarious 
conditions existing at the present time. However, that. 
is a little afield from our SCOPC. ; 

MR» CORBET: The position of all these &. - 
societies of which I have personal knowledge, and which 
we have financed under govertiment guarantee as fas as 
possible, is that they have endeavoured to carry on a 
consebvative poliey, and we have oounselied them to that 
effect, although we have been told that it was none of 
our business, that they had direcotors to run their own 
affairs, ond were quitecompetent to run them, and for 
ine bank managers $o keep their mouths shut. They are 
carrying a heavy load of liabilities, some of whieh runs 
Daek to. 1928 or 1929, 

SIR THOMAS WHITH; I suppose in the west, as in 
the cast, indeed, throughout the world, the great problem 
is debt, d-e-b-t. | 

MR. CORBET ; No question about thabe 

SIR THOMAS WHITE: Individuals, corporations, 


Provincial sovernments, n ational debts and international 
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debts. 

MR. CORBET: YeSe 

STR THOMAS WHITE: And with that burden of debt 
and the price level where it is, you have this difficulty 
we are speaking ofe 

IR. CORBET: Woll, of course, there are other 
foatures. In this province we have had ever since this 
country was settled up, this heritags - 

SIR THOMAS WHITE: ‘We have it in the east; it 
ig not singular to the Weste 

MR. CORBET: ie have certain disabilitiss in 
she West which you do not have in the East, and that is 
known as the Niiomestoad Lxempbi or. Act." Under that 
Act, overy farmor can claim an exempticn from writs 
of execution on one hundred and sizty acres, which 
represents the home piace plus certain specified animals 
and machinery, focd suppiies For his family, feed supplic 
for his animals, and the animals required for the sub- 
sistenee of his family, and focd for those animals as 
well, in other words it means if a men has homesteaded 
one hundred and sixty acres, if he gets himself involved 
in debt, or if he comes out here with a heavy load of. 
debt from his former domicile, he would have secured the 
tenure of his farm of one hundred and sixty acres, 
plus the necessary equipment to operate it. Ima new 
gountry there is no queation that 1s a very desirable 
thing, because we have had men Wao came out to the West 
after having failed not oniy in this country, but in a 
great many European cou untries and in the United States, 


and have made a fresh start on very Little, and it 
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geemed only fair to give them a chance to get on their 
feet, so that any time they get an extra few head of 
cattle or a good crop, his old creditors cannot come 

in and clean him out and leave him struggling in the 
mire for ever and ever. IT have no desire to criticize 
the propriety of an Act of that kind - 

THR CHAIRMAN: What is the date of that Act? 

STR THOMAS WHITE: It was deemed to be in the 
public interest. 

MR. CORBET: Yes, but it was a repetition of an 
act passed by the Dominion Government. 

THR CHAIRMAN: It was originally a Dominion Act? 

MR. CORBET: Yes. Alberta and Saskatchewan were 
four territories at one time which were administered by 
the Dominion Governmente 

HON. MR. BROWNLEH: Are you suggesting that is 
a diftiou Loy: 

MR. CORBET: YeSe 

HON. MR. BROWNLEE: How is that a difficulty Le 
you are not bound to make the loan? 

MR. CORBET: If a man refuses to pay, you cannot 
notiidolte, and after all a creditor has the right to 
collect. 

HON. MR. BROWNLEE: You would not loan on the 
security of the land? 

MR. CORBET: No, but we make our loans on the 
production a man will get from that land, and we have 
to take into account his financial position, and we 
eannot take the security from him; we have to take into 
account the assets he possesses... Under the common 


law of Canada a creditor should have the right to proceed 
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Seoines a dobtor who rofuseg to pay, particularly if he 
hasthe money to pay, by lezal action through the courts 
in proper form to gct the monoye I do not think that 
this Commission would wish to rcecommend for one moment 
any procedure which would doprive a ercditor from his 
Lezai rights, no matver whother it was a bank or anybody 
cls@e 

THE CHAT RYAN : Execution cannot be had against 
a homestcader.: 

MR. CORBET’: No. If you rogister a caveat 
or writ against that homestcad the farmer can make 
application to have it removed, and it stands, not only 
through his life-time, but if he died andhis widow 
continued to live on the land, the homestead righ’ 
romain Se 

In 1926, which were the latest figures I could 
get, the figures of the Department of Agrieulture under 
the auspiees of Honourable George Hoadley, there were 
approximately seventy-seven thousand oecupying farms, 
and of those, nearly aperatng thousand were comprised 
of farmers which were on one hundred and sixty acres 
of land or less; on top of that there were twenty-three 
thousand six hundred and ninety, to be exaot, farms 
which comprised only from one hundred and sixty to 
three hundred and twenty acres, and even if a man had 
a milion acres he could always exempt that one hundred 
and sixty aeres ifho lived on it. He could always 
take that out and protect 4t from exocutione 
I do not know, put I would think the percentage 


to-day when our total farms have increased by about 
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20,000 - I think the percentage would be about the 
same, particularly in the northern part of the Province 
where we have a great many people of European origin, 
where people raise large families, and raise the food 
which the family require. 

STR THOMAS WHITE: Has there been any material 
reduction in the number of branches in Alberta the 
last few years? 

MR. CORBET: Yes. 

SIR THOMAS WHITE: Perhaps that is in your brief? 

MR. CORBET: No. We did not cover that, but 
we can cover it later, but I think that is being dealt 
with in the head offices, whore they can give you the 
story as 4 whole. 

Now, with regard to twine. It is quito true that 
largely duo to tho offoct of tho Homestead Act, and that 
during the years of good priccs many farmors through 
purchases of oxponsivo machinery and automobiles and 
‘other things of that kind, for which they did not pay 
cash, involved themselves undor such a burden of debt 
that no prudent banker could say they had any pesis. (Per 
“erodit, and could not put up first class socurity, that 
soturity which could be put in tho possession and 
undor the control of the banks, and it was nocossary 
for the Governmont to como forward and proffer to the 
banks, hot at tho banks! roqucst, but as 4 public- 
spiritod offort on thoir part, thoir guarantoos for 
loans only for twine a only for twine, nothing olse. 
The machinery designod was that appointed for adjustmont: 
under the Bank Act and passod upon by thom before it 
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1931 and 1932. the¥e were considerable sums advanced 

to farmers for the purchase of twine. The instructions 
issued by my own bank, and I believe by the other banks, 
were that the Managers should be particularly zealous 

in collecting these loans, as we did not wish to ask the 
Government to take up any more than could be avoided, 

and in the first year we obtained re-payment of ninety 
per cente 

Mr. Priestly made the statement, under perhaps 

a little suggestion from the questioner, thit would prove 
those loans were intrinsically good at the time they were 
made.e. They were note. In practically every case I would 
soy that the farmer's position was such that he had no 
surplus whatever, leaving his exemptions out; he had 
nomoasis for credit; his liabilities were so heavy that 
he had no basis for any unsecured credit from the banks, — 
and it ought to be to the ercdit of the country bank 
managers that conditions were not worse, because they 
really put themselves out to collect that money. 

It may be of interest to you to know - I will not quote 
figures, if you do not mind, but if you wish I can give 
them to you, but I will give jou 4 general idea - that 

as far as my own bank is concerned we loaned over five 
times as much for twine, repairs to harvesting machinery 
and harvesting expenses withous governmental guarantee 

as with it, and twine is only one item a farmer has to 
meet, and in lots of cases where we did make a loan to 
the farmer on the security of the Government guarantee for 
twine, we supplemented that by small loans he absolutely 


needed for repairs to harvesting machinery and throshing 
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oxpenses. We took a humanitarian view of the question 
and wo took risks, ond the rccords show that the per- 
‘egentage of colluctions withou’ zovernmont suarantee 

wore lower than the loans we made with the § arantee, 
for the reason I have stated. Tn 1932 we did advance 
four times as muche 

STR THOMAS WHITE; Without the suarantec? 

MR. CORBET ; Without tho guarantee, 28 with the 
suK rant Cee 

STR THOMAS WHITE: Wheat about collections? 

MRS OORs Bro The collections ih both cases 
nave been worse than they were in 1951, although we had 
a potter @rop in 1902. | 

STR THOMAS WHITE: T meant relatively. 

VR. CORBET: Yes, relatively they are not as 
zoods I think with respect to the loans guaranteed 
by the Government we have not suececded in collecting 
much over eighty per conte 

THE CHAT RMN: There was just one small matter, 
Mn, Corbett, I would like to ask you about. One gentle- 
man came here to-day and lodged a grievance of a charge 
for operating his account and nandling Le In this 
doeument - it is not your bank - I gather from what he 
said he has been charged five conts each for the cheques 
he has drawn on his account. It is a small account, 


obviously, but there were sixty-three debit entries 


throvgh his folios in the ledger. He is allowed one 
dollars 


cheque free for overy twenty / with a minimum credit of 
one hundred dollars in the bank, Five of these entries 
were bank entries, so that moans ten off of sixty-three, 


which icaves €irty-threo, for whieh he is charged 
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five cents cach, and he is charged with two dollars and 
sixty-five eants upon his account upon what is called 
“over drafe". That does scom to be 2g heavy eharge for 
running a smal account for a month - nearly three dollars. 
MRe CORBET: Yes, I suppose it does to you, my 

lord, Personally and I think foolishly banks in this 
country are more frce in opening up current accounts 

than in England or Scotland, and in the northern part of 
Ireland, from whence I come. We have found from | 

very sad expericnce that a great many of these small 
operating accounts, not only of the individuals, but 

of morchants, are conductcd at a very heavy loss to the 
pank. We have worked outs, not over the banks as a 
while, but through tho clearing houses, having regard 

to local conditions, a basis of charges whieh appeared 

to be adequate to cover the services rendered. We 

are not philanthropic institutions and I do not think 

up to date under our Bank ict, that i¢ is intended we 
should be, and we arc ontitled to romuneration for the 
sorvices WC five. Vory often it is the best bookkeeping 
that the small merchant has. He is not a very good book- 
keeper, and we help to keep his books for him. We give 
him his cheques free of charge although they are produced 
a&é a very heavy expense on safcoty paper and bneraveds 

we give him his passbooks and such other stationery as 

his account requires. We very ofton find that these 
expensive eheques are being uscd as seribbling padse 

In order to relicve the tension, I might say 
that ‘there was a Scottish Gentleman in Calgary who was 
seen to go into one bank quite regularly, and & friend 


noticed that later on he had changed his bank, and he 
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saw him eoming out of another bank, and he snid to him, 
"I sco you have changed your bank", ee said "Oh yes; 
this bank has much better ink for my Fountain pon than 
the other one". 

This igs quite legal, my Bord, by a provision 
of bhe Bank 4o® this eharse ean be made by the pank 
provided the customer signs an aerocemen’ to the effect 
‘yas he asroes: to TGR) (Se SOE ss sf we have his consent 
under that agrocment we can make the charge; 4f we have 
not, we cannot make it legally; therefore, there is 
nothing unfair in the chargee Ags a matter of fact, 
when the matter is explained to the average small merchan 
who only has a little account which is always on the verg 
of on overdraft -- 

THE CHL RMAN : They uscd to bharge you & premium 
at home if you did not keep up a minimum monthly balance. 

‘MR. CORBET :: 1  belicve ib is eommon practice 
an England that every six months they add up the debit 
side of the account , and charge a commission on it. 

THE CHAT RMAN: Ts At mot a faces thatb in some 
pants the eheques are sold? 

MR. CORBET : I undorstand they Are Lis 
open an aecount in onEnglish bank I must be sntroduced 
by some responsible person, and I must undertake %O keep 
a deverb aecdunt and have enough to poy my chequese 

THE CHALRMAN: My banker only charges me for 
the statomcntse | 

HON. MRe BROWNLEE; This lester reads, "The Bank 
has found it necessary to institute charges for the 
services rendered, ania we have to qndavise you that in 


the future - “ and sovforth; am I to understand that 
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- loll - 
this i.rrangement was only put into effect this year by 
the banks? 
MR. CORBET: No, that has been in effect for 
several years. Infact it has been in effect so long 
that at the last revision of the Bank Act the question 
wes brought up and objection was made to it to the 
Banking and Commerce Committee of the House of Commons, 
who decided it was quite legitinatc. It should be 
legalized and « charge should bo made without the 
written co: +} 5% of the customer, 
THE CHAL.:: Why is that cntry cxpressed in 
that way? 
MR. CORBET; Thet is where the human clement 
of banking comes in. A bank at any place is probably 
no totter than its local mmnager, end perhaps it is 
an cxsy way to dispose of the thing. The instructions 
which wont out from the supervising officer of the bank 
was that this mattcr be cxplaincd personally to the 
customer, and the manager was to show why he thought 
the charge was justificd. 
HON. MR. BROVNLEE: The reason for my question 
was for my own information to find out whether or not 
for the lest ten years or 50 that has been the general 
eustom in Testern Carda. 
WR. CORBI: Yos. Iam not sure whether there 
is any revision ov the Bank Act fron 192% up to the 
present time. 
HON. MR. BRAWNLEE: Was it a general custom before 
this year, or something which has been brought into 
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MR. CORBET: No, it has been in effect for 
a number of years. Now, there is this modification to Lt2 
any manager is given discretion as to how far he will 
press this or whether in certain cases he should not give 
consideration to any exceptional circumstances which might 
arise, and he can modify it or reduce the charge, but 
generally speaking it is based upon the activity of the 
account. T would say that the charge would be avoided 
largely by the customer keeping at Least one hundred 
dollars in the bank. 

STR THOMAS WHITE: You think it is necessary he $f: 
should pay for the service’ 

MR. CORBET: Yes. The only alternative is to tell 
the customer, "Your account is unprofitable to us, and 
we do not want it; close st out and take it away; do youi 
panking in your pocket." 

THE CHAIRMAN: I do not think this letter informed 
the customer that the charge is legal by the customer 
assenting to ite 

MR. CORBET: Of course, that charge should not 
have been made unless the customer had already signed 
the forme 
} THE CHAIRMAN: It may have been a reply, and 
there may have been something signede 

WR. CORBET: I do not wish to say anything which | 
would embarrass any other bank. bub t would apologize 
to youl or that letter if it were written by a manager 
of my bank, because Wwe find these things can be very mucl 
better explained by personal interviews, and by the mana 
getting before the customer the precise reason why he is 


making such a charge- 
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THE CHAIRMAN: Thero is nothing wrong in shying 
"Wo find it necessary to make a charge because your 
nccount is not remunerative, but wo cannot make that 
charge if you do not consent to it; if you do not consent, 
we shall be oblirgcd to close your accounte" 

MR. CORBET’: Yes. 

STR THOMAS WHITE: In other words, © man shoulda 
know what his position is with respect to his aceount. 

MR. CORBET.: Yes. Is there not some obligation 
on o man to keep his account at o minimum fLeuTro: 2 
Is it not unfair tc put a hundred dollars in the bank 
and immcdiately turn around and issue two hundred dollars 
in cheques on the theory that some of them have to go 
%O Winnipes or Edmonton, or Montreal, and he would get 
the penefit of the flight? It is ae a very high standard 
of honesty, and yet it is done by some peoplée 

THE CHAT RMAN: Now, apart from the bricf, 
ig there any other point you care to mention tous this 
evening? 

STR THOMAS WHITE: You spoke about the question 
of losses, and l unders$ood you to say something about 
"ninety-five per conte"; what do you say about that? 

What is the position? Perhaps I misunderstood youe 

MR. CORBET : Theo position to-day is - taking 
my own bank - I think sixty-six per cente Two-thirds 
of our country branches, branches where the business 
43 mainly of an agricultural character are peing continued 
at a koss for the reasons I nave mentioned. We are 
not getting our exchanges, commissions, commissions on 
drafts and commissions on collections, and gommissions 
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SIR THOMAS WHITH: Or the volume of business. 

MRs CORBET: We are notcsotting the volume 
of busincssSe 

SIR THOMAS WHITE: What cffcct would a raise in 
price levels - a good all around raise in price lcvels - 
in the West have on conditions? 

MR, CORBET : A most oxcellcht effect. 

SIR THOMAS WHITE: That is what you want? 

MR.CORBET.: 4 most oxcellont cffcct. 

STR THOMAS WHITH: That is what is needed? 

MRe CORBET  & may bo old-fashioned and re- 
acbionary, bu’ I claim, end I think I have as much suvhor- 
Ley behind me as many othor people who advocate changes, 
that the country c.ant braneh bank is nothing but a 


elearing house for tho comunity in which it is located. 
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MR. CORBET: “Is business rises and falls with the 
business that is dine. The bank doos not create wealth. I 
would like #0 mention the mse af the bank at Milestone, 
Saskatehewan, formerly a most productive and fertile par’ of 
the province. The. Ganadian Bank of Commeree *here cashed 
just one grain tieke’ in two years because there was no 
production, sonsequently there was no businesses 

Mr.Brownlee, I think, referred to; the greater product- 
jon campaigns Undoubtedly the greater prdduction campaign 
did croate a los of problems that had to be solved after the 
war, and as far as the banks are concerned they did 4 ako 
very heavy losses. But it did not make much difference. 

If we lost the war we would te an the soup, so to speak, and 
woulda have had to Walks a chance, and if we won #he war wé 
would still be able %o take our losses and carry on. 

Then there was the question of the production of livé- 
stocks. In this old panéhing province, take the district 
south of the Red Deer River clan ai wonderful quality of 
grass which is commonly known as prairie wool. “le 2a 8 
short grass Which puts flesh on the cattle, and in the carly 
peter starting a bout 1870 this southorn part of the provinwe 
south of the Red Deer was a great ranching country, but 
evontually 4¢ was opened up to farming. It never should 
have been. Wo made a mistake against the advice of the old 
ranchers, and between 1902 and 1905 or 1906 this land was 
homesteaded. Not only was @ man allowed te take up a home 
stead put he was also allowed a preemption which means that 
he was given an additional 160 acres at the rate of $3. per 
ACTS. There are large areas in that country which were 


converted intofarms that are to-day absolutely destitute 


e “ 
. - “G 
CP en tk % 
e oe 
. . : 5 rast 
rh: Wr» ees i? 2 ene 
. igig a oh rae are ’ & wee 
2 . . i . J Baca, Sere vaZ 
Pa. va sions 4 Se b eee é ; 
aa pte ea a ar abe 
. . x ye . C4 et > 
ne , 3 Le : Cae s me a ion) To, ae 
a ee ee ’ c . 
7 t 3 * 5 - q Let . cs y 
e oF ay. he F ing i . ’ 
; 3 . 5 ri 
: oor jo ee jain ae act heres =f Tae : amas * : 2 <€ ad : 
oo ae ea ath Ge . ye Z . 
: 5 3 " 2 
we ik oe 1 Jises Pye ‘ if 
. . , : ‘ ey a wt : 
. Bhs ae i F J . 5 a 
- ‘ bs val ‘ « + : Mary brie of : - 
aretig: Ba ges So umm sega, oF ” L wi a 
: ey hat : 4 r eae b Pe 
. . 7 . Pat eae i . mn 
. one J pos ‘ 
yi Lg “ “ a . ene Soe wie ata 
: 3 SOEs at : + 4 ee Yan? .. 
’ - & s a . - - ~ cal 
. e - 9 va “ <3 
, - 3 . ™ 
a2 a gee Fee Cae ae ial Gee 
e MES “ wai ee . ‘i 5 oz : * y if i 
5 3 A so ee ‘ \ 
I 4, . ? <oy ie 
. » - ” “ r ie stag , - = 
x - Z aye & a 4 * 
Ane 7s f ee ‘i SO A 8 as ee 
r) é + . = . hoe 2 by : Oe Gs foe ee 
’ : vp ho eas Sas - ake « : “4 
a a ‘ ee a ‘ . al bh) - 
he gas , i ; 4 
‘ ¢ cee wa ae : F 
pf fs < cP ce a eink, ‘ 
‘ t b 
: be : 
2 Ps ae fs 
3 re aaa = : a eS E 
, : ae . es Cas Ae tat pen Bd : : : ae a AE 
4 4 ’ “ : B83 » a - ae) - . L 
$ a Aer - “ , 
wes zig, ai wy : a t 
’ : oo : oa. 
ae é yes. — “5 a to es Q 
a 5 te eT en ee a : f ar Br 
- , aioe * . 5 rhe : ie an 
: Bas rons . ; sae ‘ ‘ 
5 . os . 9 x . 5 
r, i ‘ te Pe. mt = 
“ ry . eo bg ‘ 
2 has ' . xf Neral oy 7 Pie ere as mews 
is " =) . cath - ‘ , " - 
4 ry om - x ‘ - ‘ Ps 5 
ac ‘at, use PE im q + 4 es ‘ 
“ ; 2 . yt) rary : ae 
ry ae . Cs a Be fh ie. coe fs : 
" ¢ $ 2 een Ao) Betne . os 4 
= : isi) 2 : Pinar 
ae . ot coe Se + ye ee 
a ee a pa sts rw = 4 ” * 
era a iy ‘ 
. ve vy . ri 
eA, vata, * ae ‘ a . pan : = 
; ‘ . ~ 
ioe . ‘ ori ee 
i ss ay < ee en * 3 ag 
’ as, " 3 ~ f F, atl . . . - 
. 8 ra 7 Py al 
E Z ayy aS - 
« . th 7at* ok or > Pe eS = 
* Cyde « «at . a ta} . Sy  - - . 
: . oe N : ‘ aaa 2 ; - ¢ 
val ‘ Li ‘ 5 ie 4 2% 5 
* = hee rie Wiles ta m t 
, : pie : : eo | ys Tom 
a, a8, “ i : 
y a “4 ; 
i 3 : Me : ! 
. - we any : ie r Ss oe ie 4 
3 * : ; . sys ae . ss 
owt * ‘ae . :) . 4 
3 5 f. 5 oo. Py - ae 
y * ‘ 4 aha z 2 
. ~- ; - 
> 2 ac : 5 
- . ean ‘ ‘ aes FY PeBy tT es y 3 t . . 2 
Bares ; Se a a re ron , ? A . 
¥ ry - Eo Os 
. : 7 4 £3 : ; P 
Say 4 5 - : Peery recht 
me Petes fe - aoe _ A beam y ig oo ae = 
+ er Al sie te Pg bed - ; ps ‘ 4 ie aa ite anes : 4 
oa rnp ne ~ a : : : 4 
yee ceene? 3 : : ; 
wae : ‘ - en ei) 4 ¥ ¥ 
ews ‘3 A t hao) 4 om 
. ot 7 “~~ x 
oJ + . 
¥ s % . aide ’ + oe 
ie it.’ ‘ a: ; 7 
} pt o4 a i ete ae 
s ® * ne 
we , ie f ‘ er pat Vee / 4 
® J wee . : . . ; 
, & oo, Ae ; ne ‘ cars - : . 
F t ‘ at Bite bl ; y 2 ‘ 
‘ foe Pyke Fee are : : 
f ae $3 zs "q oe +: F - Gane 
- vf ae * -- . ace 
> f < ao i » yi 
“spa = eta : 2 , . 
oye ees ore ; eRe . 
: ey 38 a g : as 
- 2 be ee ad a ‘ a ) G y: ae 
; Be tac ~ ( ‘. : - 
= ae ee “ibe 3 ; 
“ % . “ . 2 
By 3 : ane ; 3 . . < : } ‘ eal ta : 
te " y % ‘ . ‘ ; eo . cid oh 2 ato 
. - te : ‘ . gia {Cbd } 
Si - af . 
S ey > 1 ant : is "6 Y . ake 
1 ey” Sa * 5 s . ne . * 
7 i ‘ ar é : ‘ 
“ ~ He "a 4 SF oh ‘ ae s * 
: . “9, . : > oR Ss to - ‘ s 5, F er) a 
c ‘ me -* *) 
a Windy fet A “ y A ene 
é ” : h > ue - 2 ae P risus 
: : ae ng an bas 
‘ 4 4 <e 
o we . | fF © 
. ‘ . 
7 1 aor ae H ens 
* wm 7 B san gh « 
inal fae) fees ais, z * > 
a eee ey i Se S 3 Pa at Ba 
s ' = SS Le a = ‘ » o ‘ 
. a = . oa fan = 
> prone “ 2 
5 « “eA . a : Paes Migrates t abe i aia We J 
yee ¥ : . O ee 
- Fe ew] Bg 4 
r VNHOe 
s +, 3 ao A a ¢ are uy Ri é 
mae ies e : ? . Relat) ede 
ety ia ss + ‘ R: 
. ‘ = ad ‘ Pe 4 « 
- . a gan de 
rd x * an & ue : 
Z ‘ bt aes 
; py Ty. 3 roe wh 4 ie Sa on 
oe BIS, Oa Cay he E ‘ z : 
. \ 
! . 
ss Bigeeak : 


- 1021 ~ 


of everything except weeds. 

A few years ago there were three school districts 
running north of a point somewhat west of Medicine Het; 
these districts were laid out in blocks, and in the centre 
block there was one family living and the head of the fami. . 
was made a sort of general secretary for the three school 
districts. Those are the sort of mistakes that have been 
made. We could have avoided them, perhaps, if we had studic 
the history of some of the American states of the union, 
but we did not. Many years ago 4 prominent member of the 
government stated that what theywanted in this country was 
not blue bhooded men and women but blue blooded horses and 
cattle. Woe have large areas of splendid farming land that 
has not as yet been touched. The prairies attract t he 
settler because a man can stick his plow in and go towork, 
and probably some of those present here will recall the 
picture of a man plowing the prairie in the State of 
Montana,where a similar mistake was made, and large silver 
dollars flowing out of the furrows. 

The question of livestock came Up. The r anching 
industry is still an important one, and at the time of the 
war was just as important or probably more so than it is to-- 
day; but the farmers conceived the idea that they should go 
snto the business of breeding livestock, not buying the 
grass-fed cattle from the ranchers and feeding them and 
finishing them, but going sn for breeding. In 1916 at a 
meeting held between the bankers and the representatives of 
the three big farming organizations in the three western 
provinces it was strossed very strongly upon the bankers 
that it was their duty to finance the farmers to buy 


breeding livestock and, fer that purpose, to give them 4 
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loan that would run for three years. The bankers pointed 
out that under our Bank Act it was very difficult for a bank 
to give a loan for three years; but after a good decal of 
discussion and after consultation with Mr. Arkell who was 
then prominent in the livestock department of the Department 
of Agriculture at Ottawa, it was agreed that the banks woulc. 
endeavour to make advances for the purchase of breeding stoc 
at the insistence - the urgent insistr cc - of the farmers! 
organizations and backed up, I think I can sefelysay, by 

the agricultural departments of every one of the three 
prairie provinces; They would give them loans to selected 
men who had the facilitics, who were handling cattle, on 

tho understanding that thes: loans would run for three years 
because it takes three years for a bunch of cows to produce 
animals that can be prepared for market, on the understandin 
thet at the end of each year the bank would have the right 
to reyiew the circumstances of each case and decide whether 
the loan was one that should be continued or whother they 
should force the man to soll the stock and clean Lt up. 

Just to give you an illustration: we had a young Irish 
man. who was managing a bank in the northern part of Alberta; 
ke had made two loans to farmers to er:.o7e them to buy 
cattle. One very cold day in the wintcr, there were very 
few people coming into town, there was nothing doing, he 
decided it was a good day to go out and see how those bunches 
of cattle were getting on, so at some risk to himself he got 
out his clc Ford car, wrapood up as well as possible and drc* 
out. Ho Grove into one of tiese farmer's yards and he notic 
ed as hewent in that there was a straw stack and at the 


straw stack there was a bunch of very poor looking cattle in 
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the lea of the strawstack. ‘hey were rot esting the 
straw, simply trying to keep out of the cold. He went 
over to the house. ‘The farmer heard the car and came out 
to the door with. a boot in his hand and said "My lord, Il 
aid not exrect to have a visit from you on a day like 
this". The banker said "Viv about those cattle”, and 
the farmer said "Oh, they are no damn good, I am sick and 
tired feeding them, I am sorry 1 ever pought them". The 
manager said, "What are you doung about it, have you got 
no shelter for them?", and the farmer said "No, let them 
rustle for themselves". And it was in a brush company 
where he could have got poles and py sticking some straws 
around these poles and just leaving the south end open the 
cattle could have had lots of shelter. No man can make 
money out of cattle unless he feeds tu. 

HON. MR. BROVWLEE: Are you suggesting tnaat that is 
a characteristic case? 

MR. CORBET: I would say, sir, that with quite few 
exceptions the loans that were made by the banks af the 
result of that urging vy ."” farmers! organizations, 
resulted sn loss to everyone including the banks. 

HON. MR. BROVWILEE; I was not asking that. I asked 
if you are suggesting that that is a characteristic case? 

MR. CORBET: You know yourself, Mr. Brownlee of the 
famous campaign of a former government to get the bankers 
to lend money to farmers to buy cattle of all kinds, 
ine luding breeding cattle, how it turned out and what 
loss it meant to the province of Alberta. 

SIR THOMAS HITE: I should thinr those would be 
exceptional cases. 


WR, CORBET: An inspector of the Cooperstive Credit 
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Socicty operating in the southern pari .! the province 
told -- 

THE CHAIRMAN: Oh, I think not, Mr. Corbct. We have 
had cnough instanecs of that sort. 

MR. CORBET: Well, this is confirmtion if you will 
Hormyy Tic, my Lords. i a Lond ing moncy largely on 
faith in this country, and this inspector told me that 
his cxporicnee was that the loans mdo by the Coopera- 
tive Crodit Socicty for the purpose of focding cattle 
for market hed not worked out profitably in morc than 
onc ease out of twenty. 

The point I wish to make is this: a statement was 
made before your Commission thnt the banks went out 
ani foreed people to borrow moncy to buy cattlo. ty 
presume that I have cxhausted your petionec, my lord. 

THE CHAIRMAN: I hope not. That is somcovning we 
have an unlimited quantity of. However, 1 think you had 
mct most of the points in your cxplanation about the 
rate of intcercst and thc serviec charges, and So ON. 
I think practically all the voints Khat have becn brought 
wo to aate have been roforc*;. to by: yous 

WR. CORBET: The statencnt I nave put in is merely 
an attempt to sct out the cconomic conditions that have 
oxistcd in this provinec for the past two or throc years, 
the handicaps undcr which the banks arc obliged to work 
unicr legislation. Scveral points have been brought up 
here. For instancc, the minutcs of the two mectings 
between those reprosontatives and the banks. You will 
probably get all that in ‘innipeg. But there was one 
statement made here that the farmers Ww still paying 
9 to 10% As far as may own bank jie coucarned - and I 


know the othcr banks have 
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done the samc - the ins tructions igsved to the pankers are 
that the maximum rate for farmors’ laone is to be 1%. 
That may bo in many cases 1% discount. 

HON. MR. BRAWNLEE: Whon was the notice scent out in 
that connection? 

MR. CORBET: It wes in May at the time when at the 
suggestion of the Dominion Government we reduced our 
gavings bank ratce from “5 to 24%. Povsonally, 1 think 
5t was a little bit hard to pass on 9 thrifty wage 
carncre, people who had cndcavourcd to build up a Little 
reserve by putting small sums into the bank for the 
purpose of protection egainst a rainy jay, that they should 
po the first to take the cut. In addition to reducing 
tho farmore' ratce of intorcet to "%%, the rate to rural 
municipalitics for © loan in this provineco was cut to 
64% from 74%, and the rate on government loans to the 
province which were thon at 5&% - and which compare vory 
favourably with the amount that the government has been 
able to get on thoir Long term securitics - I think the 
Last issuc wae on the basis of 6% and 5%. ‘That is as 
far as our rate reductions have gone, genera lly speaking, 
boeenuse commercial business is dcalt with very largely 
on its merits. We focl that commorci:l business has been 
charged a very fair rate and that for the prescnt at 
least, having gone £0 far as did, by depriving the savings 
yank icpositors of half of 1%, ani giving tho farmer the 
benefit of 1%, and municipalitics had the benefit of 
half of 1% cut. 

Thc only other point thet I have in mind is 
regarding the rotail merchants. The retail merchant, 
gonorally spocking is not a good ercdit risk because he 
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volumo of credit from the wholesalo houses and supply 
houses, end he has been free always in the extension of 
credit; and the figures given by the Retail Merchants! >- 
Association would indi¢ate that the country merchants had 
got thomsolves into what has beon described as a "frozen 
condition”. I do not think that, gincrally speaking, a ma 
in that position have any licehse to get unsecured credit 
from a bank particularly when the bank is tending othor 
people's money, although there are many eases where we do 
make advances to retail country merchants. We prefer to 
do it in cases where th: merchant is in the position wher: 
by, borrowing from the bank he can take his discounts fror 
the wholesalers. Our business with retail merchants as fa 
as country branches are concerned, such business as we wou 
do normally with retail merchants the profit from it would 
not begin to even pay the rorit of the bank building. We 
open our country branches, or have opened them in the past 
\ for the purpose of giving service to the farmers mainly. 

I might say, my lord, that the brief I have submitted 
to yourefers to a synopsis ef certcin legislation which we« 
thought it would be well for you to |.cve and, with your 
permission, I propose tos ubmit that to you at Edmonton or 
at a later hearing. I have also prepared an addendum to 
at aapeaioee dealing, to some oxtent, with the bank's service t 
municipalities, particularly to the rural municipalities, 
rural school districts, snd other businesses of that kind, 
and that will be submitted to you at Edmonton if that meets 
with your approval e 

THE CHAIRMAN: I will be particularly glad to have 


the legislative position in Alberta. 
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MR. CORBET:: While there is a good deal of our 
logislation with which we do not agree I would like te 
make it plain - I have tried to da it already - that wo are 
not in any way diseussing the question he the propricty or 
criticising it, but that is one of tho factors that 4 
prudent banker must take into nis consideration. 

THE CHAIRMAN: Well, gentlemen, we are all very much 
obliged to you for the assistance which the Commission has 


received in Calgary. We have hac a fairly long day but it 


has been a very useful day hore and we have been able to 


cover quite a io® of ground. We have heard a great deal of 


representative evidence which will be of much value to us 
oy. Oy doliberations.. I am sorry wo carinot stay: longor in 
Calgary. No persoti #6 has asked to be hoard has boen 
refused a hearings’ It remains only for me to t han you LOR 
your presonce here and for ¢he very pleasant reception 
which you have aecorded to us and to hope that our labours 


hore and elsewhere throughout the Dominion of Canada mary 


'- pring about that recovery which we all hope fOr. 


ead 


---Tho Commission adjournod at 6:30 P.M., 
Friday, 16th August, 1950, GO 
resume at Edmonton. 
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